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MAKING MEDICAID WORK FOR THE MOST 
VULNERABLE 


MONDAY, JULY 8, 2013 

House of Representatives, 

Subcommittee on Health, 
Committee on Energy and Commerce, 

Washington, DC. 

The subcommittee met, pursuant to call, at 4:00 p.m., in room 
2123, Rayburn House Office Building, Hon. Joseph R. Pitts (chair- 
man of the subcommittee] presiding. 

Present: Representatives Pitts, Burgess, Gingrey, Cassidy, Grif- 
fith, Bilirakis, Ellmers, Dingell, Barrow, Christensen, Castor, Sar- 
banes, and Waxman (ex officio). 

Staff Present: Clay Alspach, Chief Counsel, Health; Matt Bravo, 
Professional Staff Member; Sydne Harwich, Legislative Clerk; 
Monica Popp, Professional Staff Member, Health; Andrew 
Pawaleny, Deputy Press Secretary; Noelle Clemente, Press Sec- 
retary; Alii Corr, Minority Policy Analyst; Amy Hall, Minority Sen- 
ior Professional Staff Member; Elizabeth Letter, Minority Assistant 
Press Secretary; and Karen Nelson, Minority Deputy Committee 
Staff Director for Health. 

OPENING STATEMENT OF HON. JOSEPH R. PITTS, A REP- 
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH 

OF PENNSYLVANIA 

Mr. Pitts. The time of 4:00 having arrived, we will call the sub- 
committee to order. The chair will recognize himself for an opening 
statement. 

Today’s hearing is the third in a series examining the current 
Medicaid system and ideas for reform. It builds on the subcommit- 
tee’s March 18 hearing, “Saving Seniors and Our Most Vulnerable 
Citizens From an Entitlement Crisis,” and our hearing of June 12, 
“The Need For Medicaid Reform: A State Perspective.” It also com- 
plements the Energy and Commerce Committee’s “Medicaid Check 
Up” report from March, Representative Upton and Senator Hatch’s 
May report, “Making Medicaid Work,” and the committee’s recent 
Idea Lab on the program. 

Medicaid was designed to protect the most vulnerable Americans, 
including pregnant women, dependent children, the blind, and the 
disabled. Nearly one in four Americans was enrolled in the Med- 
icaid program at some point in 2012, making Medicaid the largest 
government healthcare program, surpassing Medicare. We have an 
obligation to ensure that the program provides quality health care 

( 1 ) 
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to beneficiaries and has the flexibility to innovate to better serve 
this population. 

As we have seen, we are failing on both counts. Only 70 percent 
of physicians are accepting Medicaid patients, leading to problems 
with accessing care and scheduling follow-up visits after initially 
seeing a provider. Medicaid beneficiaries often lack access to pri- 
mary care and preventive services and are twice as likely to visit 
the emergency room. In some cases, outcomes for Medicaid patients 
are worse than the outcomes of those who have no insurance at all. 

Regarding flexibility, instead of encouraging States to pursue 
new and innovative models of care, we have locked them into a 
one-size-fits-all program dictated by Washington. When States do 
try to modernize and tailor their programs to the individual popu- 
lations they serve, they often spend years waiting for the Centers 
for Medicare & Medicaid Services, CMS, to approve their waivers. 
Before we implement a Medicaid expansion which, if fully adopted, 
would add another 26 million Americans to the program, we must 
first address these issues in the current program. 

I look forward to hearing from our witnesses today about ideas 
to strengthen this vital safety net, and I welcome all of them to our 
subcommittee. 

And I yield the balance of my time to the gentleman from Lou- 
isiana, Dr. Cassidy. 

[The prepared statement of Mr. Pitts follows:] 

Prepared statement of Hon. Joseph R. Pitts 

The Subcommittee will come to order. 

The Chair will recognize himself for an opening statement. 

Today’s hearing is the third in a series examining the current Medicaid system 
and ideas for reform. It builds on the Subcommittee’s March 18 hearing, "Saving 
Seniors and Our Most Vulnerable Citizens from an Entitlement Crisis," and our 
hearing of June 12, "The Need for Medicaid Reform: A State Perspective." 

It also complements the Energy and Commerce Committee’s "Medicaid Check Up" 
report from March, Rep. Upton and Sen. Hatch’s May report, "Making Medicaid 
Work," and the Committee’s recent Idea Lab on the program. 

Medicaid was designed to protect the most vulnerable Americans, including preg- 
nant women, dependent children, the blind, and the disabled. Nearly 1 in 4 Ameri- 
cans was enrolled in the Medicaid program at some point in 2012, making Medicaid 
the largest government health care program, surpassing Medicare. 

We have an obligation to ensure that the program provides quality health care 
to beneficiaries and has the flexibility to innovate to better serve this population. 

As we have seen, we are failing on both counts. 

Only 70% of physicians are accepting Medicaid patients, leading to problems with 
accessing care and scheduling follow-up visits after initially seeing a provider. Med- 
icaid beneficiaries often lack access to primary care and preventive services, and are 
twice as likely to visit the emergency room. 

In some cases, outcomes for Medicaid patients are worse than the outcomes of 
those who have no insurance at all. 

Regarding flexibility, instead of encouraging states to pursue new and innovative 
models of care, we have locked them in a one-size-fits-all program dictated by Wash- 
ington. When states do try to modernize and tailor their programs to the individual 
populations they serve, they often spend years waiting for the Centers for Medicare 
and Medicaid Services (CMS) to approve their waivers. 

Before we implement a Medicaid expansion, which, if fully adopted, would add an- 
other 26 million Americans to the program, we must first address these issues in 
the current program. 

I look forward to hearing from our witnesses about ideas to strengthen this vital 
safety net, and I welcome all of them to the Subcommittee. 

Thank you. 
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Mr. Cassidy. Thank you, Mr. Chairman. 

The current debate over reforming the Medicaid program brings 
to mind — and I am paraphrasing Samuel Johnson — no one likes 
change, even from worse to better. 

Even those who support Obamacare and Medicaid, the Medicaid 
component, said that they never would design Medicaid today as it 
was designed 50 years ago to meet today’s needs. Now, there are 
many issues with the current Medicaid program. It serves a diverse 
group of people — children, adults in long-term care, the disabled, 
pregnant women, and now able-bodied adults. If the intent of Med- 
icaid is to take care of the most vulnerable, I raise issue with the 
child or individual with traumatic brain injury having to compete 
for limited Medicaid funds with a healthy childless adult. 

There is also great variability in how much Federal money each 
State receives per Medicaid beneficiary. As evidence, the five 
wealthiest States receive almost twice as much in Federal Medicaid 
contributions toward the care of their low-income residents than 
those living in the five poorest States. If the intent of Medicaid is 
an implicit Federal guarantee to provide a baseline of coverage for 
the most vulnerable, why should a disabled Medicaid recipient liv- 
ing in New York receive twice as much Federal Government aid as 
a disabled person living in California? 

Other problems include quality and access to doctors. The chair- 
man referenced a recent study that found that Medicaid patients 
have longer hospitalization, higher cost, and worse outcomes than 
even the uninsured. Yet despite being a high-cost program for 
States, Medicaid frequently pays below a physician’s cost to see a 
patient, which effectively denies them access. Medicaid, as I like to 
say, is the illusion of coverage without the power of access. 

I applaud the chairman and the committee for holding this hear- 
ing. We can’t just simply add or subtract cash from the Medicaid 
system and call it reform. We have to be willing to reexamine the 
effectiveness of our Medicaid structure. I think that all the mem- 
bers of this committee can agree Medicaid should be structured in 
a way that provides benefits to individuals in the most efficient and 
effective way. I also would like to add that I recently introduced 
the Medicaid Accountability Care Act, which I hope can also be 
considered. 

I yield the balance of the time to Dr. Gingrey. 

Mr. Gingrey. Mr. Chairman — and I thank the gentleman for 
yielding — our Medicaid program has continually underperformed 
for our most needy population. Instead of focusing Medicaid dollars 
on new, healthier people, as in the President’s health care law, we 
should be directing more attention to improving the health out- 
comes of the existing populations. We must allow the States the 
ability to experiment with their programs to approve our results. 
An outdated and overly bureaucratic waiver process does not allow 
the proper freedom to develop new methods to deliver care to our 
poorest and most vulnerable. 

Mr. Chairman, it is past time to repeal the maintenance of effort 
provisions in Obamacare and release the States to investigate 
novel ways to improve on a system that currently fails its partici- 
pants. And thank you for the extra time, and I yield back. 

Mr. Pitts. The chair thanks the gentleman. 
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Recognize the gentleman from Maryland, Mr. Sarbanes, who is 
filling in for the ranking member today. 

OPENING STATEMENT OF HON. JOHN P. SARBANES, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF MARY- 
LAND 

Mr. Sarbanes. Thank you, Mr. Chairman. I appreciate your con- 
vening this hearing on the very important subject of the Medicaid 
program. 

As you, yourself, said, Medicaid is an important program. We 
view it as a critical safety net that provides healthcare coverage for 
those individuals who have been shut out of private insurance, ei- 
ther because that is unaffordable to them or it is unavailable or it 
doesn’t cover the benefits that they need. 

It is important to recognize that when we talk about the Med- 
icaid program, we are not just talking about a program that covers 
low-income families. We are talking about a program that covers 
children and adults with disabilities, and pays for nearly half of all 
long-term care services. 

I had the privilege for 18 years of representing a number of 
health care providers as an attorney, in particular those who pro- 
vide services to our elderly, and I understand how critical the sup- 
port from the Medicaid program is for a lot of the services that are 
provided to those most in need among our elderly. And so it is im- 
portant for us to understand the full dimensions of the Medicaid 
program. We are talking about home- and community-based serv- 
ices, we are talking about rehabilitative therapy, and we are talk- 
ing about adult daycare and caregiver respite. 

In 2011 — and you mentioned this yourself — the Medicaid pro- 
gram provided healthcare assistance for almost one out of every 
four or five people in the country, including 30 million children. 
That is why it is so critical to make sure that this program remains 
strong and that we build upon the most important elements of it. 

I am particularly focused on how we can bring this kind of cov- 
erage to bear where people are. It is what I call place-based health 
care. I have championed efforts, particularly with respect to young 
people, to make sure that those who are eligible for Medicaid can 
get that care wherever they may be and where it is easiest for their 
families to receive it, including in their schools and in school-based 
health clinics. 

The coverage for children under Medicaid is really one of the 
most important aspects of the program. And I would like to enter 
into the record, without objection, testimony from the American 
Academy of Pediatrics on this issue of why it is so important both 
to pediatricians and obviously to children as well. This is from Rob- 
ert Hall with the American Academy. 

Mr. Pitts. Without objection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Sarbanes. The Affordable Care Act, as we know, includes an 
expansion of the Medicaid program to include more low-income 
adults, taking it up to 138 percent of the poverty rate. Half of to- 
day’s uninsured have incomes below the new Medicaid limit. So 
they stand to benefit from this adjustment going forward. Unfortu- 
nately, we do have States across the country who so far have de- 
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dined to become partners in this effort, take advantage of the Med- 
icaid expansion. The result of that is that you will have many low- 
income adults who will likely remain uninsured, with predictable 
results both for them and for our society. 

We also have to look at this through an economic lens. And as 
the economy continues to improve, more and more people are still 
finding themselves in need of this very important healthcare safety 
net. If you cut Medicaid, that is essentially cutting jobs. Medicaid 
stimulates the economy. Every dollar spent is good economics. Ac- 
cording to one study by the Kaiser Family Foundation, every dollar 
cut from Medicaid means up to $2.76 cut from the State economy 
in which that occurs. The loss of Federal Medicaid dollars means 
a loss of healthcare jobs and healthcare economic activity across 
the country, which means you are moving States in exactly the 
wrong direction that we want to be pushing them in terms of our 
economic recovery. 

States and the Federal Government need to focus on creating 
jobs, on incentivizing economic growth, not on cutting the most vul- 
nerable programs, such as Medicaid. So I believe the expansion of 
the Medicaid program under the Affordable Care Act is not only 
something that makes tremendous sense for the health of vulner- 
able populations across the country, but for State economies as 
well. And I look forward to hearing from our witnesses today as 
they discuss this critical program and how we can all continue to 
push for quality affordable health care for all our citizens. 

With that, I yield back. 

Mr. Pitts. The chair thanks the gentleman. 

And now yields to the vice chair of the subcommittee. Dr. Bur- 
gess, for 5 minutes for an opening statement. 

OPENING STATEMENT OF HON. MICHAEL C. BURGESS, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. Burgess. I thank the chairman for yielding. 

As we meet here today to discuss Medicaid, recognize that it was 
created to protect and care for some of the poorest and most needy 
in our Nation. However, in reality, the program, because of weak 
oversight, chronic underpayment of providers, lack of coordination 
of benefits, ends up being only another empty promise made by the 
Federal Government. The ability of Medicaid to provide healthcare 
coverage for the most vulnerable is further threatened by the Af- 
fordable Care Act and the drastic expansion of the program to 
nearly 72 million Americans in 2014. 

Medicaid currently consumes almost a quarter of States’ budgets, 
surpassing expenditures on education, transportation, and emer- 
gency services. Many States have been forced to cut Medicaid reim- 
bursement rates to providers as a way to address budget shortfalls. 

Look, as someone who has provided services to Medicaid bene- 
ficiaries, I understand firsthand that coverage does not guarantee 
access. Medicaid low reimbursement actually creates increased bar- 
riers to care, limiting beneficiaries’ access to services because Med- 
icaid pays less for comparable service than private insurers or, in 
some instances, even Medicare itself, making finding providers and 
appointments hard and sometimes impossible. Escalating costs and 
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shrinking access are symptoms of the greater systemic problems 
within the Medicaid system. 

And look, we need to move beyond small reforms and instead ad- 
dress the underlying system’s structural problems. We sat here this 
very room with a Health Subcommittee hearing in 2008 and talked 
about this very problem. Many of you will remember, it was the 
day that Lehman Brothers collapsed and the economy was headed 
for a crisis. We heard in that hearing that day that if you wanted 
to do health care reform on the cheap you just expand Medicaid. 
You are not really paying the providers to see the patients but, 
after all, that is not really what is critical, it is critical that we pro- 
vide the coverage. 

Well, anyone who has practiced in the Medicaid system will tell 
you that the ability to meet the cost of providing the care is critical 
for a hospital, for a clinic, for a doctor’s office. And if you can’t meet 
that, your doors will quickly be closed. But as we sat here in that 
room that day in September, we never even asked ourselves, is the 
best we can do Medicaid? And wouldn’t we be better to reform the 
program before we expanded it? But unfortunately, those questions 
were never answered. 

So I would submit today, it is time for us to get back to the ba- 
sics. We need to ask ourselves, what was Medicaid created to do, 
and is it doing the best it can do under the circumstances? We 
know the structural and fiscal problems in the healthcare system. 
How long will America tolerate staring at these problems without 
fixing them for future generations? 

It is time not just to reform Medicaid. We actually need to reboot 
the entire system. As we have seen from the events of the last 
week and a half, the problems in the Affordable Care Act are be- 
ginning to mount. They are reaching critical mass. This sub- 
committee has within its power to take up this issue and act. 

I thank the chairman. And I will yield the balance of my time 
to the full committee chair, who is not here, so I will yield back 
my time. 

Mr. Pitts. The chair thanks the gentleman. 

Now recognize the ranking member of the full committee, Mr. 
Waxman, 5 minutes for an opening statement. 

OPENING STATEMENT OF HON. H ENRY A. WAXMAN, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI- 
FORNIA 

Mr. Waxman. Thank you very much Mr. Chairman. 

The hearing today is called “Making Medicaid Work For the Most 
Vulnerable.” I think that is a good topic. But I do want to talk 
about what the Republicans have proposed. They have proposed 
making Medicaid a block grant. So the States would be told, this 
is the amount of money you would get, no more, no less, you don’t 
have to do anything, no requirements, do the best you can. And if 
you can’t afford to do what you have been doing, well, you do less. 
That is up to you. 

What the Republicans, in effect, are proposing is to shift the re- 
sponsibilities to the States, the cost to the patients and providers, 
and avoid continuing a Federal responsibility. Block grants, or per 
capita grants, increases in beneficiary premiums and copays do not 
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reduce healthcare costs, but simply shift the cost onto the bene- 
ficiaries, providers, and States. And they make it less likely that 
people will be able to access care when they need it. 

Are there things we can do to improve the program? Certainly. 
One thing we could do is to make it a Federal program, not have 
State differences, have a Federal Medicaid program, guarantee 
that providers will get the same reimbursement rates as the Medi- 
care providers get paid. That would improve the program. But I 
don’t think that is something that we are likely to hear much sup- 
port for from the majority party that is in control. 

I think this is a good hearing to have. I know we have a number 
of witnesses. I am particularly interested in hearing from Mr. Weil 
on what the States have been able to do to make the program inno- 
vative, effective, and efficient, cover low-income beneficiaries within 
the flexibility afforded the State Medicaid programs right now. 
Things the States can do today. I believe Mr. Weil will tell us that 
States continue to advance their Medicaid programs by imple- 
menting innovations, such as the multipayer collaboratives to im- 
prove access to primary, well-coordinated care; efforts to increase 
access to higher-quality, lower-cost developmental and oral health 
services; and others for the prevention of chronic disease. 

Due to efforts like these, multiple studies have shown that Med- 
icaid enrollees have comparable access to care as those with private 
coverage and much more reliable access than to those who are un- 
insured. When we hear complaints about Medicaid, the Repub- 
licans are forgetting that before Medicaid these people were unin- 
sured and didn’t have access to any care. And under the Medicaid 
program, if beneficiaries can get access with lower cost sharing, if 
we make very poor people — which is the bulk of who the Medicaid 
patients are — have to come up with more money out of pocket, they 
just won’t have access to care because they can’t afford it. Not only 
does the Medicaid program ensure equal access to care, it operates 
with efficiency. Medicaid costs are nearly four times lower than av- 
erage private plans. 

And there are other proposals that I think will streamline State 
payment systems, improve provider reimbursement timelines, ulti- 
mately increase their participation in State programs. One thing 
that I am very proud of is that at least we are going to, for a couple 
of years, require that preventive and primary care providers be 
paid the same rate as Medicare. But we didn’t make that a perma- 
nent change, which would make a lot of sense. We put it in for a 
couple of years only in hopes that after it is in, people will — either 
at the Federal level or the State level — will try to keep it in place 
because it makes a lot of sense. If we can’t afford to pay everybody 
a Medicare rate who serves Medicaid patients, at least pay those 
for whom we would like people to have access the most, and those 
are people who will provide primary and preventive care. 

The Affordable Care Act expands the Medicaid program. I think 
this is a good thing to do. And I am proud of the Affordable Care 
Act. I think it is going to mean for millions of people they are going 
to have access to care, access to health insurance, whether it is 
through Medicaid, if they are lower income, or through the pur- 
chase of a private health insurance plan in the marketplace ex- 
changes. 
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Let’s stop complaining, let’s make this law work because the Re- 
publicans don’t have anything to offer but driving costs and shift- 
ing them over to people who can’t afford to pay them and thereby 
denying them the services they need. 

Thank you, Mr. Chairman. Yield back my time. 

Mr. Pitts. Chair thanks the gentleman. 

That completes the opening statements of the members. We have 
one panel today. I will ask them to take their seats at the table. 
And I will introduce them at this time. 

First we have Ms. Nina Owcharenko, director. Center for Health 
Policy Studies of the Heritage Foundation. Secondly we have Mr. 
Alan Weil, executive director of the National Academy for State 
Health Policy. And finally, Mr. Tarren Bragdon, president and 
CEO, Foundation for Government Accountability. 

Welcome. Thank you for coming today. You will each have 5 min- 
utes to summarize your testimony. Your written testimony will be 
entered into the record. And so at this time, Ms. Owcharenko, we 
will recognize you for 5 minutes for your opening statement. 

STATEMENTS OF NINA OWCHARENKO, DIRECTOR, CENTER 

FOR HEALTH POLICY STUDIES, HERITAGE FOUNDATION; 

TARREN BRAGDON, PRESIDENT & CHIEF EXECUTIVE OFFI- 
CER, FOUNDATION FOR GOVERNMENT ACCOUNTABILITY; 

AND ALAN WEIL, EXECUTIVE DIRECTOR, NATIONAL ACAD- 
EMY FOR STATE HEALTH POLICY 

STATEMENT OF NINA OWCHARENKO 

Ms. Owcharenko. Chairman Pitts, Ranking Member Waxman, 
and members of the committee, thank you for having me today. 

As has already been well noted, the challenges facing the Med- 
icaid program are not new. These challenges are unavoidable and 
raise serious concerns about whether Medicaid will be able to meet 
the needs of those who are enrolled in the program today, espe- 
cially the most vulnerable. 

The program serves a very diverse group of low-income people: 
children, pregnant women, disabled, and the elderly. The Afford- 
able Care Act adds to this growing government health program by 
expanding eligibility to all individuals with incomes below 138 per- 
cent of the poverty level. And unlike traditional Medicaid, eligi- 
bility will be based on income alone. 

I see three major challenges facing Medicaid in the future: demo- 
graphic, structural, and fiscal. 

The demographic challenges. With in the addition of the new 
Medicaid expansion, the Centers for Medicare & Medicaid Services’ 
2011 Actuarial Report on Medicaid projects that nearly 80 million 
people — one in four — will be on Medicaid by 2021. By enrollment 
alone, children will remain the largest and primary category of 
Medicaid enrollees, although it is worth noting that as a result of 
the Affordable Care Act, the able-bodied, non-elderly adults will be 
a very close second. But while only 16 percent of total enrollment, 
64 percent of spending in 2011 was for the aged and disabled. As 
these competing trends continue, Medicaid will be more diverse 
and more complex to administer. 
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Structural challenges. Payment rates are one of the key indica- 
tors for access and physician participation in Medicaid, it has al- 
ready been noted today. In its annual report to Congress, MACPAC 
notes that while varying by State, Medicaid fee-for-service pay- 
ments to physicians are on average two-thirds those of Medicare 
and even worse for primary care services. A 2006 published survey 
found that 21 percent of p%sicians reported that they were not ac- 
cepting new Medicaid patients while only 4 reported not taking 
new privately insured patients and 3 percent reported not taking 
new Medicare patients. 

While the Affordable Care Act did provide Federal funding to 
boost Medicaid payments for primary care physicians, that funding, 
as has been noted, is temporary. And also as noted by the 
MACPAC report, several States have already indicated that it is 
unlikely that they will be able to maintain those new rates. There- 
fore, access and quality issues will remain a challenge for Medicaid 
beneficiaries in the future. 

Fiscal challenges. Entitlements, including Social Security, Medi- 
care, and Medicaid, are fueling this country’s spending crisis. These 
three programs represent 62 percent of the Federal budget in 2012 
and will absorb all tax revenue by 2048. By 2021, total Federal and 
State spending on Medicaid alone is projected to reach $795 billion 
and 3.2 percent of GDP by 2021. 

For States, which have to operate under a real budget, the fiscal 
situation is no better. When the Federal contributions are included, 
Medicaid is the largest budget item for State budgets, representing 
24 percent. In its recent fiscal report, the GAO warned that absent 
any intervention or policy changes. State and local governments 
would face an increasing gap between receipts and expenditures in 
the coming years. This is due in large part to rising healthcare 
costs for Medicaid, as well as health benefits for government em- 
ployees and retirees. 

Although these fiscal challenges are well established, the lack of 
action only makes the future outlook worse for Medicaid and its 
beneficiaries. I suggest there are a few basic principles that should 
guide efforts to addressing the key challenges facing Medicaid. 

One, meet current obligations. Rather than expanding to new 
populations, attention should be given to ensuring that Medicaid is 
meeting the needs of existing Medicaid beneficiaries. Moreover, 
population should be prioritized based on need first. 

Two, return Medicaid to a true safety net. Medicaid should not 
be the first option of coverage but a safety net for those who cannot 
not obtain coverage on their own. Careful attention should be given 
to transitioning those who can into the private insurance market. 

Three, integrate patient-centered, market-based reforms. Efforts 
to shift from traditional fee for service to managed care have accel- 
erated at the State level, but more should be done. Empowering pa- 
tients with more choices and spurring competition among pro- 
viders, including insurers, will help to deliver better quality of care 
at a lower cost. 

Four, ensure financial sustainability. Similar to other entitle- 
ment reforms, the open-ended Federal financing model of Medicaid 
means reform. Sound budgeting at the Federal and State levels 
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should provide a predictable and sustainable path for the program 
and taxpayers alike. 

In conclusion, I think it is encouraging to see efforts both in the 
House and in the Senate that are aimed at addressing these seri- 
ous challenges facing Medicaid’s future. With Federal and State 
policymakers working together, meaningful change in Medicaid will 
ensure that the most vulnerable are not left behind. 

Thank you. 

Mr. Pitts. The chair thanks the gentlelady. 

[The prepared statement of Ms. Owcharenko follows:] 
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My name is Nina Owcharenko. I am the Director for the Center for Health Policy 
Studies at The Heritage Foundation. The views I express in this testimony are my ovm, 
and should not be construed as representing any official position of The Heritage 
Foimdation. 

Making Medicaid Work for the Most Vulnerable 

The challenges facing the Medicaid program are not new. These challenges — 
demographic, structural, and fiscal — are unavoidable and raise serious concerns about 
whether Medicaid will be unable to meet the needs of those who are enrolled in the 
program, especially the most vulnerable. 

The program serves a very diverse group of low-income people: children, 
pregnant women, disabled, and elderly. In some states, Medicaid has expanded beyond 
these traditional groups to Include others, such as parents and, in a few cases, even 
childless adults. The traditional program and incremental changes have resulted in 
Medicaid serving on average over 57 million people (and over 70 million at some point) 
in 2012 at a combined federal-state cost that was expected to reach over $430 billion. 

The Affordable Care Act (ACA) did not address the long-term challenges facing 
the Medicaid program. The ACA adds to this growing government health program by 
expanding eligibility to all individuals with incomes below 138 percent of the Federal 
Poverty Level (FPL). This is a significant change. Unlike traditional Medicaid, with 
income flwrf categorical eligibility requirements such as disability, eligibility for the 
expansion population is based solely on income. 


Medicaid at Risk 

• Demographic Challenges. With the addition of the new Medicaid expansion, the 
Centers for Medicare and Medicaid Services’ 20// Actuarial Report on the 
Financial Outlook for Medicaid projects that nearly 80 million people (one in 
four) will be on Medicaid by 2021 .' Of this increase, the Actuarial Report 
projects that just over 30 million enrollees will be children, followed by 28.5 
million adults, 10.2 million disabled, and 6.5 million aged. By enrollment alone, 
children remain the largest and primary category of Medicaid enrollees, although 


' Centers for Medicare and Medicaid Services, 20// Actuarial Report on the Financial Outlook for 
Medicaid, March 16, 2012, p, 22, httD://www.cms.Eov/Research-Statistics-Data-and- 
Svstems/Research/ActuarialStudies/Downloads/MedicaidReDort201 1 .pdf . It is also worth noting that this 
estimate is based on the assumption that not all states will choose to accept the ACA Medicaid expansion. 
The Actuaries estimate that if all states expanded, the number of enrollees by 2021 would reach 85 million 
and that, even without expansion, enrollment would reach close to 60 million due to the ACA’s other 
interactive effects. See ibid., pp. 40, 41. 
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it is worth noting that as a result of the ACA expansion, able-bodied, non-eiderly 
adults are now a very close second. 

In 201 1, the aged and disabled accounted for over 64 percent of spending but only 
16 percent of total enrollment. Setting aside enrollment growth due to the new 
expansion, the Actuarial Report points out that “growth in aged adults is expected 
to be faster than the other categories of enrollment.”^ The report also notes that 
“Per enrollee costs for the disabled have been increasing at a faster pace than for 
aged beneficiaries.”^ 

The further expansion of the Medicaid program alongside the aging populations 
makes Medicaid more diverse and more complex. 

• Structural Challenges. In its annual report to Congress, the Medicaid and CHIP 
Payment and Access Commission (MACPAC) notes that while varying by state, 
Medicaid Fee for Service (FFS) payments to physicians are, on average, two- 
thirds those of Medicare and even worse for primary care services.'* 

Payment rates are a key indicator for physician participation in Medicaid. A 2006 
published survey found that 21 percent of physicians reported that they were not 
accepting new Medicaid patients, while only 4 percent reported not taking new 
privately insured patients and 3 percent reported not taking new Medicare 
patients.^ A survey of the peer-reviewed academic literature illustrates that access 
and quality are problems for children as well as for adults in Medicaid.® 

While the ACA did provide federal funding to boost Medicaid payments for 
primary care physicians, that federal funding is temporary, which means that 
states will either return to previously set levels or face new costs. As noted in the 
MACPAC report, several states have indicated that it is “unlikely” they will be 
able to maintain the new rates. ' 


^ Ibid,, p. 30. 

’ Ibid, p. 27. 

Medicaid and CHIP Payment and Access Commission, Report to the Congress on Medicaid and CHIP, 
June 2013, p. 50, http://www.macDac.gov/reDons . 

^ Peter Cunningham and Jessica May, “Medicaid Patients Increasingly Concentrated Among Physicians,” 
Center for Studying Health System Change, Tracking Report No. 16, August 2006, 
httD://www.hschange.com/CONTENT/866/866.Ddf . 

® Kevin D. Dayaratna, “Studies Show Medicaid Patients Have Worse Access and Outcomes than 

the Privately Insured,” Heritage Foundation BackgrounderHo. 2740, November?, 2012, 
httD://www.heritage.ore/research/teDorts/20l2/l l/studies-show-medicaid-natients-have-worse-access-and-outcomes- 
than-the-nrivatelv-insured . 

^ MACPAC, Report to the Congress on Medicaid and CHIP, p. 55. 
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Therefore, access and quality issues will remain a challenge for Medicaid 
beneficiaries in the future. 

• Fiscal Challenges. Entitlements, including Social Security, Medicare, and 
Medicaid, are fueling the country’s spending crisis. These three programs 
represented 62 percent of the federal budget in 2012 and will absorb all tax 
revenue by 2048.* By 2021, total federal and state spending on Medicaid alone is 
projected to reach $795 billion ($478 billion in federal spending and $314 billion 
in state spending) and 3.2 percent of GDP by 2021.^ 

For states, which have to operate under a real budget, the fiscal situation is no 
better. In its recent State and Local Government ' Fiscal Outlook report, the 
Government Accountability Office warned that “absent any intervention or policy 
changes, state and local governments would face an Increasing gap between 
receipts and expenditures in the coming years” due in large part to the rising 
health-related costs of Medicaid and health care benefits for government 
employee and retirees. When the federal contributions are included, Medicaid is 
the largest budget item for state budgets, representing 24 percent. 

Although these fiscal challenges are well-established, the lack of action only 
makes the future outlook worse for Medicaid and its beneficiaries. 

Guiding Principles 

Four fundamental principles should guide efforts to address the key challenges facing 

Medicaid. 

• Meet current obligations. Rather than expanding to new populations, attention 
should be given to ensuring that Medicaid is meeting the needs of existing 
Medicaid beneficiaries. Moreover, populations should be prioritized based on 
need. 

• Return Medicaid to a true safety net. Medicaid should not be the first option for 
coverage but a safety net for those who cannot obtain coverage on their own. For 
those who can afford their own coverage, careful attention should be given to 
transitioning them into the private market. 


* Alison Acosta Fraser, ed., “Federal Spending tjy the Numbers 2012,” Heritage Foundation Special Report 
No. 121, October 16, 2012, httn://www.heritage.org/research/reDorts/2012/10/federal-spending-bv-the- 
numbers-2012 . 

® Centers for Medicare and Medicaid Services, 2011 Actuarial Report on the Financial Outlook for 
Medicaid, p. 50. 

U.S Government Accountability Office, State and Local Governments ’ Fiscal Outlook: April 2013 
Update, GAO-13-546SP, April 30, 2013, httn://www.gao.gov/assets/660/654255.pdf . 
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• Integrate patient-centered, market-based reforms. Efforts to shift from 
traditional fee for service to managed care have accelerated, but more should be 
done. Empowering patients with choice and spurring competition will help to 
deliver better quality at lower cost. 

• Ensure fiscal sustainability. Similar to other entitlement reform efforts, the 
open-ended federal financing model in Medicaid needs reform. Budgeting at the 
federal and state levels will provide a predictable and sustainable path. 

Conclusion 

It is encouraging to see efforts in the House and Senate that are aimed at addressing the 
serious challenges facing Medicaid’s future. With federal and state policymakers working 
together, meaningful change in Medicaid will ensure that the most vulnerable are not left 
behind. 
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Mr. Pitts. Now recognizes Mr. Weil for 5 minutes for an opening 
statement. 


STATEMENT OF ALAN WEIL 

Mr. Weil. Thank you, Mr. Chairman, members of the committee. 
I appreciate the opportunity to appear before you today. 

I am the executive director of the National Academy for State 
Health Policy, a nonprofit, nonpartisan organization that works 
with State leaders to promote excellence in State health policy and 
practice. My own experience includes a cabinet position in Colorado 
running the Medicaid agency. 

Ten years ago I wrote that Medicaid is the workhorse of the 
American health care system, and that characterization remains 
true today. Unambiguous evidence demonstrates Medicaid’s success 
in providing access to care and relieving the financial burdens asso- 
ciated with that care. 

My testimony is a report from the field where I observe a Med- 
icaid program that is dynamic, continually evolving to meet the 
changing needs of vulnerable populations, leading how care is 
structured and delivered, and participating in transformations of 
care delivery that are occurring around the country. 

For example, Medicaid has led the way in promoting the use of 
developmental screening methods to identify children who would 
benefit from early intervention services. The percentage of children 
receiving such screening has grown from under 20 to more than 30 
percent. In North Carolina, it is 75 percent. Nationwide, children 
with public health insurance are actually more likely to receive 
critical developmental screenings than children with private health 
insurance. 

In 2000, Surgeon General David Satcher called poor oral health 
America’s silent epidemic. Medicaid programs around the country 
are actively pursuing efforts to ameliorate this crisis through early 
interventions in medical practices, not just in dental offices. Wash- 
ington State and Maryland, among others, have innovative pro- 
grams designed to increase access to dental care for vulnerable 
children. 

Medicaid is the Nation’s primary payment source for long-term 
services and supports, and now States are spending more than a 
third of their long-term service budgets on home- and community- 
based supports that meet people’s needs more effectively and more 
humanely. 

In the area of eligibility and enrollment, Louisiana has led the 
way in streamlining processes for Medicaid applicants and those 
seeking to renew their coverage. Oklahoma launched the Nation’s 
first online realtime enrollment system for Medicaid. 

But some of the most exciting work in Medicaid is how it works 
with other private and public programs. All but three States now 
rely on managed care for delivering care to at least some of their 
Medicaid enrollees. Two-thirds of Medicaid enrollees receive most 
or all of their benefits in managed care. And States are increas- 
ingly relying on mandatory managed care programs in Medicare for 
more complex populations, such as children with special healthcare 
needs and people of all ages with a variety of disabilities. 
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Medicaid has been a leader in promoting the development of pa- 
tient-centered medical homes; 29 States have launched one or more 
programs in Medicaid or the Children’s Health Insurance Program 
to promote patient-centered medical homes. In 18 of those States, 
public and private payers and purchasers are working together to 
support these medical home projects. And in 15 of those initiatives, 
Medicare is also a participant. 

The health home model is an extension of the medical home that 
integrates physical health, behavioral health, long-term services 
and supports to meet the needs of the most complex populations. 
A dozen States are pursuing these integrated models with support 
from the Federal Government under the Affordable Care Act. 

Back in 2006, when Massachusetts reformed its healthcare sys- 
tem, it took a blended personal health and public health approach 
to smoking cessation services for Medicaid enrollees. In Massachu- 
setts, smoking prevalence among Medicaid enrollees dropped by 26 
percent in just 2 years, with significant health cost savings as an 
added benefit. 

Around the country, Medicaid programs are pursuing new mod- 
els of accountable care that encourage health care providers to or- 
ganize and coordinate care as they accept financial risk and ac- 
countability for health outcomes. The structure of these programs 
is as varied as the States that are pursuing them: New Jersey, 
Minnesota, Illinois, Colorado, Oregon. The States are taking ap- 
proaches that meet their own needs. Twenty-five States have re- 
ceived support to test or further develop comprehensive multipayer 
payment and delivery system reforms through funding from the 
Centers for Medicare & Medicaid Innovation State Innovation 
Model cooperative agreements. These States are pursuing the 
shared aim of better care and improved population health at a 
lower cost, using their Medicaid programs as a catalyst for system 
improvements that embrace not just Medicaid, but Medicare and 
private payers and private providers as well. 

Medicaid is surely a complex program, but it is also a very dy- 
namic program. It is also surely open to improvement, as is any- 
thing that we have created. But fundamentally, as I look out at the 
experience of the States and what is going on out in the field, I see 
a program that works for America’s most vulnerable. 

Thank you, Mr. Chairman. 

Mr. Pitts. The chair thanks the gentleman. 

[The prepared statement of Mr. Weil follows:] 
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EXECUTIVE SUMMARY 

Medicaid is the “workhorse” of the American health care system. It is not 
glamorous, but it is effective in achieving its goals of providing access to health care 
services and relieving the financial burden associated with care for those least able to 
afford it. Medicaid is a dynamic program that is evolving to meet the changing needs of 
vulnerable populations, leading change in how care is structured and delivered, and 
participating in the nationwide transformation of care delivery and financing. 

In this testimony I describe steps Medicaid is taking to address the particular 
needs of the population it serves. Examples of the kind of innovation that occurs 
continually within the Medicaid program can be found in the areas of developmental 
screening, oral health, long term services and supports, and eligibility streamlining. 

I then discuss how Medicaid is working with other public and private systems to 
promote better health outcomes and a more efficient, better organized health care system. 
I review six examples of these interdisciplinary approaches: Medicaid managed care, 
patient-centered medical homes, health homes, integration with public health, 
accountable care models, and the State Innovation Models program. 

I conclude by noting that Americans who are without health insurance seek access 
to care and to be treated with dignity, just like anyone else. While the nation debates the 
future of Medicaid and the future of the health care system, Medicaid is the only practical 
option millions of vulnerable Americans have for meeting their health care needs. 
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Chairman Pitts, Ranking Member Pallone, and members of the committee, I 
appreciate the opportunity to appear before you today to discuss how Medicaid is 
meeting the needs of the most vulnerable Americans. I am the Executive Director of the 
National Academy for State Health Policy (NASHP), a non-profit, non-partisan 
organization dedicated to excellence in state health policy and practice. NASHP works 
with state leaders to identify emerging issues, develop policy solutions, and support 
innovation in policy and practice. Prior to joining NASHP, I directed a major research 
project at the Urban Institute, and, before that, I was executive director of the Colorado 
Department of Health Care Policy and Financing, which is the state Medicaid agency. 

Medicaid Overview 

Ten years ago, I called Medicaid the ‘workhorse’ of the American health care 
system.’ That characterization remains true today. Medicaid is not glamorous, but it is 
strong and effective in achieving its goals. Medicaid provides access to critical health 
and social supports for the most vulnerable Americans, whether they are poor children 
and their families; people with profound health care needs such as those with traumatic 
brain injuries, serious and persistent mental illnesses, cerebral palsy, multiple sclerosis, 
Down’s syndrome or autism; or in need of social supports due to frailty or dementia. 
Medicaid is an expression of our nation’s commitment to the most vulnerable. 

Because the Medicaid program is so complex, it is worth reminding ourselves of a 
few important facts. In 2012, Medicaid covered more than sixty-two million Americans.^ 


‘ Weil, A. There’s Something About Medicaid. Health AfT (Millwood). Jan 2003 22(l):13-30. 

^ Kaiser Family Foundation. Medicaid: A Primer-Key Information on the Nation’s Health Coverage 
Program for Low-Income People. Washington (DC): KFF. 1 Mar 2013. Accessible from: 
httD://kff.org/medicaid/issue-brief/medicaid-a-Drimer/ 
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Children and their parents account for about forty-seven million of these, but despite 
representing seventy-five percent of enrollment, they only account for thirty-four percent 
of spending. Fully forty-two percent of Medicaid program costs are associated with 
meeting the needs of people with disabilities, while the remaining twenty-three percent 
are spent on elders, where Medicaid fills in the significant gaps in Medicare coverage — 
most critically Medicare’s lack of a long-term care benefit.^ Medicaid is administered by 
the states within federal standards, and is financed jointly by the two levels of 
government. In FY 2011, federal Medicaid expenditures were $275 billion, where they 
represented 7.6% of the federal budget, while state Medicaid expenditures were $157 
billion, representing on average 23.7% of state general fund spending.'*'^ 

Just like private health insurance, Medicaid is a financing mechanism. Its primary 
functions are to provide access to health care services and relieve the financial burden 
associated with care for those least able to afford it. Evidence demonstrating Medicaid’s 
success in achieving these goals is unambiguous. Myriad studies compiled in the 
Institute of Medicine’s 2009 report “America’s Uninsured Crisis” conclude that Medicaid 
and the Children’s Health Insurance Program improve access to services, increase the 
likelihood that an enrollee will have a usual source of care, increase the use of primary 
and preventive services, and reduce unmet medical needs.^ One recent study from 


’ Kaiser Family Foundation. Medicaid Enrollees and Expenditures, FFY 2009. KCMU/Urban Institute 
estimates based on data from FFY 2009 MSIS and CMS-64, 2012. Washington (DC); KFF. Accessible 
from: http://kff.ore/medicaid/siide/medicaid-enrollees-and-exDenditures-ffv-2009/ 

Congressional Budget Office. Federal Grants to State and Local Governments. Washington (DC): CBO. 5 
Mar 2013.Accessible from: 

httD://www.cbo.gov/sites/default/files/cbofiles/attachments/43967 FederalGrants.pdf 
* National Association of State Budget Officers. State expenditure report: examining fiscal 2010-2012 state 
spending. Washington (DC): NASBO; 2012. Available from: httD://www.n3sbo.org/sites/default/files/State 
Expenditure Report l.pdf 

Institute of Medicine of the National Academies: Committee on Health Insurance Status and Its 
Consequences, Board on Health Care Services. America’s Uninsured Crisis; Consequences for Health and 
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Wisconsin shows enrollment in Medicaid leading to reductions in hospitalizations and, in 
particular, preventable hospitalizations.^ 

People without health insurance live sicker and die younger than those with any 
form of health insurance, including Medicaid.* When Medicaid coverage expands, 
deaths decline.® For statistical and ethical reasons, it is hard to tie a specific form of 
health insurance to specific improvements in health, but recent research provides 
important evidence of some direct health benefits associated with Medicaid coverage 
even as it fails to show evidence of improvement in other areas. I am unaware of any 
private health insurance plan that has been subject to the same scrutiny as Medicaid 
regarding its health effects, yet the vast majority of Americans would never question if 
having health insurance is good for them. 

At a time when Medicaid is poised for growth and the country is debating the 
program’s efficacy, my testimony will focus on the changing nature of the program. In 
my work with states, I see a dynamic program that is evolving to meet the changing 
needs of vulnerable populations, leading change in how care is structured and delivered, 
and participating in the transformation of care delivery and financing that is occurring 
around the country. 


Health Care. National Academies Press, Washington (DC). 2009. Accessible from: 

httD://www.iom.edu/ReDorts/2009/Americas-Uninsured-Crisis-Consequences-for-Health-and-Health- 

Care.asDX 

’ DeLeire, T., Dague, L., Leininger, L., Voskuil, K., Friedsam, D. Wisconsin Experience Indicates That 
Expanding Public Insurance to Low-Income Childless Adults Has Health Care Impacts. Health 
Affl^Millwood). 2013 Jun. 32(6):1037-1045. Accessible Irom: 
htt p://content.healthaffairs.Org/contenty32/6/1037.full 
* Institute of Medicine, “America’s Uninsured Crisis.” 

^ Sommers, B., Baicker, K., Epstein, A. Mortality and Access to Care among Adults after State Medicaid 
Expansions. New England Journal of Medicine, 13 Sept 2012; 367:1025-1034. Available from from 
http://v'ww.neim .o rg/doi/full /10. 1056/NF.JMsal202099#t=articleMethods 
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Meeting the Needs of the Medicaid Population 

In this first section of my testimony I discuss steps Medicaid is taking to address 
the particular needs of the population it serves. The areas I discuss represent just a few 
examples of the kind of innovation that occurs continually within the Medicaid program. 
The areas I will focus on are developmental screening, oral health, long term services and 
supports, and eligibility streamlining. 

Developmental Screening 

As the source of insurance coverage for one of every three children, Medicaid has 
a particular interest in assuring that children with developmental delays or at risk of delay 
are identified and receive needed services. The Children’s Health Insurance Program 
Reauthorization Act (CHIPRA) of 2009 required the development of a core set of quality 
measures for child health. Released in early 2011, one of the core measures is the 
percentage of children screened for risk of developmental, behavioral, and social delays 
using a standardized screening tool at certain ages. 

Research suggests that many health problems and disorders in children could be 
prevented or ameliorated with prevention, early detection, and intervention. Prevention 
and early intervention efforts targeted to children, youth and their families have been 
shown to be beneficial and cost-effective and reduce the need for more costly 
interventions and outcomes such as welfare dependency and juvenile detention. Evidence 
also indicates that pediatric primary care providers who use a standardized, validated. 
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developmental screening tool more effectively identify children at risk for developmental 
delay than those who rely solely on medical judgment.'® 

Medicaid has led the way in promoting the use of valid screening methods to 
identify children who would benefit from early intervention services. The percentage of 
children receiving such screening has grown from 19.5 percent in 2007 to 30.8 percent in 
201 1-12, with improvement in every state but one." Medicaid policy has played a 
critical role, with fourteen states requiring Medicaid providers to perform a standardized 
developmental screening as part of certain well-child exams. In twenty-six states, the 
Medicaid program pays an additional fee for standardized screening. Some states 
reimburse for more than one type of screen during a well-child visit (e.g. mental health, 
parental depression, autism). 

North Carolina leads the nation in developmental and behavioral health 
screenings for children ages birth to five. Seventy-five percent of Medicaid well-child 
exams for children in this age range include a developmental screen, and the state 
requires the use of standardized screening tools during specific well-child visits in order 
to receive Medicaid reimbursement. 

North Carolina began by implementing screening through its Community Care of 
North Carolina (CCNC) networks. Oklahoma is pursuing changes that will make 
developmental screening and follow-up a requirement for all three tiers of medical home 
recognition in the state. Oregon has made developmental screening a “must pass 
element” in its revised Patient Centered Primary Care Homes (PCPCH) standards to be 

D. Rydz, et al. "Developmental Screening," J Child Neurol. 2005; 20(1): 4-21. 

" Child and Adolescent Health Measurement Initiative, Data Resource Center for Child & Adolescent 
Health, “Newsletter, April 9, 2013.” (Retrieved April 10, 2013). 
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released in October 2013 and an incentive metric for its Coordinated Care Organizations 
(CCOs).'^ 

Medicaid is not only leading in policy; it is leading in outcomes. Children with 
public health insurance are now more likely to receive a developmental screen than 
children with private health Insurance. 

Oral Health 

In 2000, Surgeon General David Satcher called poor oral health America’s silent 
epidemic.'* State Medicaid programs are actively pursuing efforts to ameliorate this crisis 
for the vulnerable populations they serve. 

For example, North Carolina’s Into the Mouths of Babes program pioneered the 
use of Medicaid funding to encourage doctors and nurses (who children are more likely 
to see than a dentist) to provide oral screenings and fluoride varnish to very young 
children, as soon as their first teeth erupt. Evaluations have shown the Into the Mouths 
of Babes program is cost-effective in preventing decay, reducing the number of children 
who must be treated in a hospital for extensive decay, and improving a child’s likelihood 


Information about state approaches to improving developmental screening can be found at 
http://www.nashD.org/abcd-welcome . 

13 

The Data Resource Center for Child and Adolescent Health, a project of the Child and Adolescent 
Health Measurement Intiative. 2007 National Survey of Children’s Health: Question 4.16: Developmental 
Screening During Health Care Visit, age 10 months - 5 Years by Type of Insurance. Accessed June 18, 
2012. Available from: http://www.childhealthdata.org/browse/survev/results?q=257&g=74 
U.S. Department of Health and Human Services. Oral Health in America: A Report of the Surgeon 
General. Rockville (MD): U.S. Department of Health and Human Services, National Institute of Dental and 
Craniofacial Research, National Institutes of Health, 2000. Accessible from: 
http://silk.nih.gov/public/hcklocv.fS).www.surgeon.fiillrpt.pdf 
Snyder, A. “Increasing Access to Dental Care in Medicaid: Targeted Programs for Four Populations. 
National Academy for State Health Policy, March 2009. Accessible from: 

http://nashD.org/Dublication/increasing-access-dental-care-medicaid-targeted-Drograms-four-DODulations. 
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of being seen by a dentist for routine care.** This innovative practice has spread across 
the country, with forty-four state Medicaid programs following suit by 2013.’’ 

Washington’s Access to Baby and Child Dentistry program is a long-standing, 
successful partnership between Medicaid, counties, and local dental associations in which 
enhanced Medicaid payments are made to general dentists who receive specialized 
training and agree to treat children under the age of five. This very successful initiative 
helps provide timely preventive care to children at high risk of dental decay. Between 
1997 and 2004, the number of Medicaid-enrolled children receiving dental care more 
than doubled, and the number of children under age two who received care more than 
quadrupled.’® 

Maryland responded to the tragic death in 2007 of a child from a brain infection 
resulting from untreated dental caries with a comprehensive set of dental policy changes, 
including Medicaid payment rate increases, administrative streamlining, and 
enhancements to public health programs.'^ Since then, the state has experienced a 
marked improvement in children’s access to dental care, with use of preventive dental 


Steams, S. et. al. Cost-Effectiveness of Preventive Oral Health Care in Medical Offices for Young 
Medicaid Enrollees. Archives of Pediatric & Adolescent Medicine 2012; 166(10): 945-951. Accessible 
from: httti://archDedi.iamanetwork.coni/article.asnx?articleid=1355373 . 

” American Academy of Pediatrics. State Medicaid Payment for Caries Prevention Services by Non-Dental 
Professionals, (updated June 2013). Accessible from: 
httD://www2.aaD.org/oralhealth/docs/OHReimbursementChart.Ddf . 

'* Pew Center on the States. Washington’s ABCD Program: Improving Dental Care for Medicaid-Insured 
Children. Washington (DC): The Center. 29 Jun 2010. Accessible from: 
httD://www.Dewstates.orE/research/reDorts/washingtons-abcd-Drogram-85899373157 . 

Maryland Dental Action Coalition. Maryland Oral Health Plan, 2011-2015. 2011. Accessible from: 
httD://www.mdac.us/marvland-oral-health-Dlan/ . 
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services among Medicaid-enrolled children rising by nineteen percentage points between 
2007 and 2011?° 

While dental access for children in Medicaid lags behind children with private 
health insurance, CMS reports that between fiscal years 2007 and 2011, twenty-four 
states achieved a ten percentage point increase in the proportion of children with a 
preventive dental visit?* These improvements reflect continued efforts by states to tackle 
the persistent challenge of low-income children’s access to oral health care?"* 

Long-Term Services and Supports (LTSS) 

As the nation’s primary payment source for long-term services and supports, 
Medicaid policy largely defines how low-income elders and people with disabilities 
receive skilled nursing services, residential services, and supports for activities of daily 
living. From 1999 to 2009, the share of Medicaid LTSS spending devoted to home and 
community based services for older people and adults with physical disabilities increased 
from 18.6 percent to 35.1 percent. States continue to shift their Medicaid long-term 
services and supports expenditures from nursing facility care to home and community- 
based services. This shift promotes human dignity and saves money. 

For more than two decades, Washington has been leading the way providing long- 
term services and supports in the community, enabling older adults and individuals with 
disabilities to have choices about where they live, what services they receive, and who 


° Centers for Medicare and Medicaid Services. CMS Ora! Health Initiative and Other Dentai-Related 
Items, CMOS Informational Bulletin 04-18-13. 18 Apr 2013. Accessible from: httD://medicaid.gov/Federal- 
Policv-Guidance/Do\vnloads/ClB-04-18-13.Ddf 
Ibid. 

^ See, for example, Government Accountability Office. Efforts Under Way to Improve Children's Access 
to Dental Services, but Sustained Attention Needed to Address Ongoing Concerns, GAO-1 1-96. 
Washington (DC): GAO. 30 Nov 2010. Accessible from: httD://gao.eov/products/GAO-ll-96 . 
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provides their services. By offering a wide range of services, avoiding waiting lists for in- 
home care, and expediting services, the state has been successful at diverting individuals 
from institutions. Washington has one of the most balanced long-term services and 
supports systems in the nation, with three-quarters of individuals receiving services in the 
community, rather than in institutions, and sixty-two percent of its long-term services and 
supports budget spent on home and community-based services. 

Washington has actually reduced the number of persons residing in nursing 
facilities. The state has been successful in transitioning individuals out of nursing homes 
and back into the community by assigning case managers to develop and implement 
transition plans. Washington works not only with those who have just arrived in a 
nursing home, but also those who have been resident for an extended period, who require 
a more comprehensive set of supports to return to the community. Between 2005 and 
2010, Washington decreased the number of Medicaid supported nursing facility residents 
by six percent.^^ 

Eligibility Streamlining 

Medicaid eligibility was built on a welfare application platform, which presents 
significant barriers for busy families unable to take unpaid time to wait in line to enroll 
and requires a large bureaucracy for administration. Taking advantage of opportunities 
created by the delinking of Medicaid from welfare in the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 (commonly known as welfare reform) and 
the creation of the State Children’s Health Insurance Program in 1997, states have made 

AARP. Across the States: Profiles of Long-Term Services and Supports. 2012, Accessible from: 
httD://www.aarp.org/content/dam/aarD/research/public policy institute/ltc/2012/across-the-states-2012- 
fiill-report-AARP-ppi-ltc.pdf . 
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major strides in simplifying their eligibility processes to improve customer service and so 
the program can better serve those who meet eligibility standards. 

Before they were required to take these steps by the Affordable Care Act, states 
were moving away from administratively burdensome requirements like face-to-face 
interviews and asset tests and embracing innovations such as presumptive eligibility, 
allowing for continuous eligibility regardless of income fluctuations, and borrowing data 
from programs like SNAP to determine eligibility more efficiently. States are relying on 
new technologies to make Medicaid enrollment a more modem, 21®* century experience. 
Some states already use electronic case records, allow electronic verification of eligibility 
and information sharing across programs, and allow individuals to update their 
information using a consumer-facing personal account. Nearly all states are using new, 
enhanced federal matching funds to upgrade their antiquated computer systems. 

In 2010, Louisiana became the first state to implement Express Lane Eligibility. 
The Department of Health and Hospitals partners with the Department of Children and 
Family Services to use SNAP eligibility determinations to automatically enroll and renew 
children’s Medicaid coverage. 

Also in 2010, Oklahoma launched the nation’s first online, real-time enrollment 
system for Medicaid, which can accept applications, generate documentation requests, 
make determinations, and enroll individuals into a plan 24 hours a day, 7 days a week. 
Oklahoma’s automated system allows eighty-two percent of applicants to enroll when 
they apply, with about half of those applicants required to submit additional 
documentation that confirms their eligibility. The automated system offers a particular 
benefit to busy families: in 201 1, one-quarter of online applications were submitted in the 
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evenings after.S p.m. or on weekends?'* The eligibility system has been able to maintain 
operations even when state offices are closed. For two days in February 2011, most of 
Oklahoma’s agencies were closed due to a blizzard, but the automated system continued 
operations, enrolling 780 individuals. 

Integration with Other Systems 

Medicaid is increasingly working with other public and private systems to 
promote better health outcomes and a more efficient, better organized health care system. 
In this section I review six examples of these interdisciplinary approaches: managed care, 
patient-centered medical homes, health homes, integration with public health, 
accountable care models, and the State Innovation Models program. 

Medicaid Managed Care 

All but three states rely upon managed care for delivering care to at least some of 
their Medicaid enroilees. Two-thirds of Medicaid enrollees receive most or all of their 
benefits in managed care. Recent trends are toward greater reliance upon mandatory 
Medicaid managed care programs for more complex populations, such as children with 
special health care needs and people of all ages with disabilities. Half the states have 
voluntary or mandatory programs that enroll individuals who are dually eligible for 
Medicare and Medicaid into a managed care program.^^ 

States’ use of managed care reflects a desire to achieve cost savings and budget 
predictability. These programs enable states to tap into care management strategies 
developed in the private sector. Managed care plans have data systems that gather 

^ Turner T., Online enrollment [PowerPoint Presentation]. Oklahoma Healthcare Authority; 2012. 

Kaiser Family Foundation, “Medicaid Managed Care: Key Data, Trends, and Issues,” (February 2012). 
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quality and utilization information that helps states monitor and improve program 
performance. While these programs have been controversial in some instances, they 
reflect a desire by states to utilize care coordination and care management methods and 
move away from Medicaid’s fee-for-service history. 

Patient-Centered Medical Homes 

Medicaid has been a leader in promoting development of patient-centered medical 
homes, recognizing that strong primary care systems are the backbone of high performing 
health systems. Over the past seven years, states have been redesigning Medicaid to 
deliver better primary care through the medical home model, an enhanced model of 
primary care that provides whole person, accessible, comprehensive, ongoing and 
coordinated patient-centered care. Since 2006, twenty-nine states have launched one or 
more programs in Medicaid or the Children’s Health Insurance Fhogram, which offer new 
medical home payments and supports to primary care providers to deliver higher quality, 
more accessible, patient-centered care. In eighteen of these states, public and private 
payers and purchasers are working together to support multi-payer medical home 
projects, aligning objectives and incentives to spur system-wide transformation. Fifteen 
of these initiatives also include Medicare. 

For example, in Michigan, Medicaid and Blue Cross Blue Shield have teamed up 
with Medicare to launch one of the largest medical home programs in the country, 
reaching over 1,000,000 patients. Maine’s patient-centered medical home pilot includes 
ten multi-disciplinary community care teams serving multiple primary care practices. 
Maine is building on this critical infi'astructure as it pursues additional payment and 
delivery system reforms, including health homes and community-driven accountable care 
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organizations. Maryland’s multi-payer patient-centered medical home program serves 
250,000 patients across Medicaid and the state’s five largest commercial payers. 
Participating practices achieved significant savings in the program’s first year. The state 
announced in October 2012 that twenty-three of the fifty-two participating practices 
received shared savings payments for containing costs while meeting program quality 
standards.^* 

Health Homes 

The health home model is an extension of the medical home that focuses on 
chronically ill Medicaid enrollees. Twelve states have received approval to implement 
health home programs under Section 2703 of the Affordable Care Act.^^ Health homes 
integrate physical health, behavior health, and long-term services and supports to meet 
the needs of the most complex populations. 

States are using health home programs to design comprehensive, person-centered 
programs that best fit the needs of their high-risk, high-cost populations. Many states 
have successfully leveraged the existing medical home and primary care case 
management infi-astructure already built in their state. Others have used the program to 
serve as a platform for future delivery reforms. 

For example. New York phased in a statewide health home program that required 
providers to apply as a larger team with other providers in their community, 
strengthening or formalizing partnerships across the health care continuum and ensuring 


Comprehensive information regarding state efforts to support patient-centered medical homes can he 
found at httD://nashp.org/med-home-map . 
httD://www.integratedcareresourcecenter.com/hhstateresources.aspx . 
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that the spectrum of health and psychosocial needs of a patient could be met?® 
Washington recently received approval of its health home state plan amendment, which 
serves as a foundation for the state’s Financial Alignment for Medicare-Medicaid 
Enrollees Demonstration. 

Integrating Health Care Services and Public Health 

Efforts to improve population health can be more effective if they blend personal 
health care services with public health interventions. Campaigns to reduce smoking offer 
an excellent opportunity to integrate these approaches. 

Massachusetts provides an instructive example. In 2006, Massachusetts’ health 
reforms included the addition of a smoking cessation benefit to the state’s Medicaid 
program. At the time, Massachusetts was one of only six states to include smoking 
cessation as a Medicaid benefit. In Massachusetts, Medicaid enrollees can obtain up to 
two 90-day regimens of smoking cessation medications per year, although higher levels 
are permitted with preauthorization. The medications are available by prescription (by a 
doctor, nurse practitioner or physician assistant), and copayments are nominal. 
Counseling is available, with up to sixteen sessions per year, including two 
intake/assessment sessions and fourteen counseling sessions (with more available with 
preauthorization), in the form of individual or group sessions. Since in-person counseling 
is not available statewide, participants can also use telephone counseling services, 
including Qultworks, a program offered by the Massachusetts Department of Public 
Health. These services are also available from all Medicaid managed care plans and some 
plans offer additional benefits. 

http://www.chcs.org/usr doc/2012-12-11 soa approval plan oes %28phase III%29.pdf . 
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Simultaneous with the inclusion of this new Medicaid benefit, the public health 
department launched a campaign to publicize the availability of the smoking cessation 
benefit. The campaign included radio and transit advertising and community outreach. In 
the first two years, forty percent of Medicaid enrollees in Massachusetts took advantage 
of the smoking cessation benefit. As a result, smoking prevalence among Medicaid 
enrollees dropped twenty-six percent in two years. 

Costly medical procedures among those who utilized the cessation benefit also 
fell dramatically. Among benefit users, there were thirty-eight percent fewer 
hospitalizations for heart attacks and seventeen percent fewer emergency-room visits for 
asthma symptoms in the first year after using the benefit. There were seventeen percent 
fewer claims for maternal birth complications since the benefit was implemented, state 
health officials reported. The state saved $3 for every $1 that was spent on the smoking 
cessation program.^’ 

Accountable Care 

Medicaid programs around the country' are pursuing new models of accountable 
care that encourage health care providers to organize and coordinate care as they accept 
financial risk and accountability for health outcomes. Some states are building their 
models directly on the Accountable Care Organizations authorized by the Medicare 
program. Other states are developing approaches tailored to meet the specific needs of 
the state and the state’s Medicaid population. 


® Comprehensive information regarding the Massachusetts program can be found at 
http://www.mass.gov/dph/mtcD . 
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For example. New Jersey is launching a Medicaid Accountable Care Organization 
Demonstration Project in which groups of providers will assume responsibility for 
Medicaid populations within a designated geographic area under a shared savings 
payment model. Minnesota’s Health Care Delivery Systems Demonstration will reward 
groups of Medicaid-participating providers and integrated delivery systems that can 
achieve savings below a total cost of care target while meeting quality performance 
requirements. Illinois is recognizing new collaborations of health care providers and 
community agencies called Care Coordination Entities that will assume financial risk for 
delivering a package of Medicaid services to enrolled beneficiaries. 

Other states are using accountable care principles to develop innovations in their 
Medicaid programs. Colorado rolled out seven Regional Care Collaborative 
Organizations (RCCOs) that are responsible for providing medical management, care 
coordination, and support to Medicaid providers that function as medical homes. RCCOs 
and primary care providers can receive incentive payments based on performance on 
select quality indicators. Oregon has built upon a robust patient-centered medical home 
infrastructure to launch a statewide network of Coordinated Care Organizations 
(CCOs) — new health plans that secure integrated and coordinated health care for Oregon 
Health Plan enrollees under global budgets. CCOs are expected to move beyond fee-for- 
service payment mechanisms for compensating health care service providers, 
implementing alternative payment methodologies that are based on health care quality 
and improved health outcomes.^® 


® Additional information regarding state approaches to develop accountable care models can be found at 
httD://v''ww.nashD.org/state-accountable-care-activitv-man . 
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State Innovation Models 

Twenty-five states have received support to test or further develop 
comprehensive, multi-payer payment and delivery system reforms through Centers for 
Medicare and Medicaid Innovation’s State Innovation Models cooperative agreements. 
These states are pursuing the shared aim of better care and improved population health at 
lower cost, using reforms of their Medicaid programs as a catalyst for broader system 
improvements. 

For example, Vermont’s SIM approach includes the use of Community Health 
Teams and Support Services at Home programs, and is seeking to integrate mental health 
with medical services. Arkansas is focusing on a population-based care delivery model. 
In Arkansas’ medical homes, each patient will be supported by a constellation of 
providers who address their complete health needs. Health homes will provide additional 
support to individuals with special needs. Patients will be managed by a “quarterback” 
provider who assumes respwnsibility for management of acute and chronic conditions. 
Minnesota organizes providers who are not formally integrated into “virtual ACOs” by 
aligning financial arrangements and creating a shared clinical information system. 
Minnesota’s model seeks to integrate medical care, mental/chemical health, community 
health, public health, social services, schools and LTSS, and encourages providers to 
partner with community organizations to manage population health. 

Conclusion 

Medicaid’s federalist structure is a source of tension, but also strength. Medicaid 
is costly, which reflects the profound needs of people vulnerable due to poverty and poor 
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health. Medicaid is imperfect and suffers from many of the same shortcomings as the 
rest of the American health care system. But I am unaware of any proposal to replace or 
fundamentally change the program that holds promise for better meeting the needs of the 
most vulnerable Americans. Indeed, those who propose major changes to Medicaid 
should subject their proposals to the same scrutiny they apply to the current program. 

As states choose whether or not to expand their Medicaid programs, Congress 
should be aware that the program they have authorized is dynamic and evolving to meet 
the needs of the most vulnerable Americans. Americans who are without health 
insurance seek access to care and to be treated with dignity, just like anyone else. While 
the nation debates the future of Medicaid and the future of the health care system, 
Medicaid is the only practical option millions of vulnerable Americans have for meeting 
their health care needs. Medicaid works for the most vulnerable. 

I greatly appreciate the opportunity you have given me to offer this testimony. 
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Mr. Pitts. And now recognize Mr. Bragdon for 5 minutes for an 
opening statement. 

STATEMENT OF TARREN BRAGDON 

Mr. Bragdon. Thank you, Mr. Chairman, members of the com- 
mittee. I serve as the CEO of the Foundation for Government Ac- 
countability. We are a Naples, Florida-based free market think 
tank specializing in State health and welfare policy solutions. 

Medicaid in its current form, or Old Medicaid, represents, as you 
have heard, the single largest and fastest growing line item in 
State budgets, consuming about one in four State dollars. At the 
Federal level, Medicaid spending represents about a quarter of def- 
icit spending and is projected to double over the next decade. 

Given these cost projections, Medicaid is failing the American 
taxpayer. But more importantly, it is failing the patients that it is 
supposed to represent. Poor access to specialists, the inability to 
personalize care, and perverse eligibility requirements keep too 
many Americans poor and sick and rob them of the hope of a better 
life. And for many Americans, Old Medicaid is not a safety net, but 
it is a tightrope, and patients are falling off every day. 

Because of the Affordable Care Act, many States are debating 
whether or not they should expand their broken Old Medicaid sys- 
tems. This debate is a misguided priority. The real priority for 
States should be not expansion, but rather to make Medicaid work 
for the most vulnerable. And Congress can help State leaders by 
creating more flexibility at the Federal level to do that. 

When States have flexibility to innovate and reform Old Med- 
icaid, truly patient-centered care can be a reality. And one of the 
many pro-patient strategies working in the States are giving Med- 
icaid patients the power to choose from several different competing 
private plans. Old Medicaid typically forces patients into one or two 
government-run plans, and this government-centered approach ig- 
nores that Medicaid patients have unique needs and individual 
concerns. But in States where Medicaid patients have a robust 
choice of plans, such as Florida, Kansas, and Louisiana, patients 
are our priority. For example, in Florida’s Medicaid Reform Pilot, 
patients can choose from 13 different private plans and 31 different 
customized benefit packages. A commonsense funding formula in 
these States features risk-adjusted capitated rates so these private 
plans earn more money to enroll sicker patients and have the in- 
centives to improve health and disincentives to cherry-pick. 

Because plans compete for patient enrollment, they also are con- 
stantly striving to improve access to specialists, offer more special- 
ized services, and enhance their customer service. And patients like 
this choice, with 70 to 80 percent of Medicaid patients proactively 
choosing a plan rather than being automatically assigned to one. 

This choice structure also promotes better health outcomes. 
Again, in Florida’s Reform Pilot, the private plans in the reform 
outperformed Old Medicaid on 22 of 33 widely tracked health out- 
comes, and 94 percent of those health outcomes had improved since 
2008. And when this reform goes statewide in Florida, taxpayers 
will save a billion dollars a year. And similar savings are occurring 
in Kansas — a billion over 5 years — and Louisiana — $150 million in 
the first year. My written testimony includes details of other strat- 
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egies that States have embraced, including integrating work with 
health outcomes, promoting specialty plans, and unleashing inno- 
vation to better serve patients. 

But Federal rules and regulations can make it difficult for States 
to innovate, including the slow and inflexible waiver process, new 
taxes on private Medicaid plans, and additional cost shifts to the 
States. Luckily, this committee is exploring ways that Congress can 
make State reform easier and grant additional flexibility, and 
many of these reforms are detailed in my testimony, including al- 
lowing proven waivers to become seamlessly incorporated into 
State plan amendments, providing greater flexibility on mandatory 
and optional services, and creating an off-ramp that lets patients 
safely transition off Medicaid toward self-sufficiency in the hope of 
a better life. 

To make Medicaid work for the most vulnerable. Congress should 
recognize that proven pro-patient, pro-taxpayer solutions are out 
there. And there are strategies that can make it easier for State 
leaders and for patients to make Medicaid work for both patients 
and taxpayers. And I am happy to discuss that more in the ques- 
tions. Thank you. 

Mr. Pitts. The chair thanks the gentleman and thanks the wit- 
nesses for their opening statements. 

[The prepared statement of Mr. Bragdon follows:] 
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I am Tarren Bragdon and serve as the President and CEO of the Foundation for Government 
Accountability. The Foundation is a ffee-market think tank specializing in health and welfare 
policy solutions and is based in Naples, Florida. Thank you for the opportunity to testify on this 
critical issue. 

Medicaid currently represents the single largest and fastest growing line item of state budgets.' 
Medicaid spending already represents one-fourth of the federal deficit and federal Medicaid 
spending is expected to more than double during the next decade.^ This spending growth is 
nearly twice as fast as the expected growth in the economy.^ 

But more importantly, Medicaid is failing patients by keeping too many people poor and sick, 
and robbing them of the hope of a better life. States are currently debating whether or not to 
expand this broken Old Medicaid program, but that should not be the priority. The priority for 
states should be to make Medicaid finally work best for patients and taxpayers. 

Some states are leading the way. Here are a few strategies that are working well for patients, 
providers, policymakers and taxpayers: 

1. Empowering Medicaid patients with meaningful choices. States such as Florida, Kansas 
and Louisiana have empowered Medicaid patients to choose the health plans that work best for 
them. In Florida, for example, patients can choose from up to 13 different health plans offering 
3 1 different and customized benefit packages.'* 

When given meaningful choices and adequate, objective information, Medicaid patients take 
more control over their health. In Florida’s Reform Pilot and in Louisiana’s Bayou Health, for 
example, independent choice counselors assist Medicaid patients in navigating the plan selection 
process, providing neutral comparisons based on patients' specific needs and concerns.’"* 

As a result, between 70 percent and 80 percent of patients in Florida’s Reform Pilot actively 
choose their health plan, compared to the 20 percent to 30 percent who let the state automatically 


' Brian Sigritz, “State expenditure report; Examining fiscal 2010-2012 state spending,” National Association of 
State Budget Officers (2012), http://www.nasbo.org/sites/default/flles/State%20Expenditure%20Report_l .pdf. 

* Christina Hawley Anthony et a!., “The budget and economic outlook: Fiscal year 2013 to 2023," Congressional 
Budget Office (2013), http://www.cbo,gov/sites/default/files/cbofiles/attachments/43907-BudgelOutlook,pdf. 

’ Ibid. 

“ Florida Agency for Health Care Administration, ‘Tlorida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.com/medicaid/medicaid_refonn/pdf/FL_ll i5_YR_6_Final_Annual_Report_07-01-ll_06-30- 
I2.pdf. 

* Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report," Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.coiTi/medicaid/medicaid_reform/pdi7FLl 1 15_yr_6_Final_annual_report_07-01-l l_06-30- 
12.pdf. 

* Medical Vendor Administration, “Request for proposals: Enrollment broker for Louisiana Medicaid coordinated 
care networks, RFP # 305PUR-DHHRFP,” Louisiana Department of Health and Hospitals (201 1), 
http://new.dhh.louisiana.gov/assets/docs/Making_Medicaid_Better/RequestsforProposals/enrollbroker/EB_RFP_Fl 
NAL.pdf. 
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assign them to a plan/ In Louisiana, approximately 70 percent of new Medicaid patients actively 
choose their health plan.® Choice counseling programs ensure patients are empowered not only 
with the ability to choose, but with the knowledge necessary to choose wisely. 

This active participation and plan selection illustrates that, when given the power to choose and 
the information necessary to make an educated decision, patients want to take more 
responsibility over their health future. In Kansas, for example, American Indians were allowed to 
opt out of the reforms that offered them a choice of multiple private plans and instead remain in 
traditional Old Medicaid. But since the reforms launched in January 2013, just 12 American 
Indians chose to opt out of the reforms and return to Old Medicaid.* 

The competition among plans has resulted in those plans constantly striving to innovate, improve 
customer service and maximize the offered benefits and rewards. Costs for these reformed 
benefit packages have been substantially below spending for similar populations statewide.’* 
Florida expects to save nearly $ 1 billion annually when the reforms are phased in statewide. ' ’ 
This example highlights how states are able to deliver more choices to Medicaid patients and still 
save precious taxpayer dollars. 

These customized benefit packages are not only delivering greater choice, they are delivering 
better results as well. The plans offered in Florida’s Reform Pilot outperformed the traditional 
Old Medicaid program on 22 of 33 widely-tracked health outcomes.’^ Better yet, 94 percent of 
the Reform Pilot's regularly-tracked health performance measures have improved since 2008.’® 
Implementing a robust Medicaid marketplace, where patients choose the health plan that works 
best for them, has increased access to needed care, improved health outcomes, provided patients 
with greater satisfaction with the quality of the care and service they receive, and lowered costs 
for taxpayers. 


’ Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.com/medioaid/medicaid_reform/pdl7FI_l 1 15_yr_6_Final_annual_report_07-01-l 1 06-30- 
12.pdf. 

® Between January 2013 and May 2013, approximately 56,000 of the 82,000 newly eligible Bayou Health patients 
made pro-active choices about which health plan in which to enroll. Sec, c.g., Maximus, “New enrollment by 
Medicaid eligibility group and health plan,” Louisiana Department of Health and Hospitals (2013), 
http://dhh.louisiana.gOv/index.clm/page/l 39 1 . 

"Division of Health Care Finance, “Quarterly report to CMS regarding operation of 1115 waiver demonstration 
program: Quarter ending March 31, 2013,” Kansas Department of Health and Environment (2013), 
http://www.kancare.ks.gov/reports/KanCare_Quarterly_Report_QE_3_31_13.pdf. 

Tarren Bragdon, “Florida's Medicaid reform shows the way to improve health, increase satisfaction and control 
costs,” Heritage Foundation (201 1), htlp://www.medicaidcure.org/wp-content/uploads/2012/09/Medicaid-Cure- 
Floridas-Medicaid-Reform-Pilotpdf. 

" Ibid. 

Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 7, 2nd quarter progress report,” 
Florida Agency for Health Care Administration (2012), 

http://ahca.rayflorida.eom/medicaid/medicaid_reform/pdf/Fl_in5_Q2_yr_7_report_I0-l-2012_12-31- 
2012 final.pdf. 

” Ibid. 
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2. Integrating work with health outcomes. Kansas has created two unique employment- 
focused pilot programs that integrate work with health outcomes for individuals with 
developmental disabilities. The first pilot, which covers individuals receiving SSI who are on the 
waiting list to receive home and community-based services, provides assistance with obtaining 
employment and provides up to $1,500 per person per month in employment support services.'"' 
The second pilot focuses on youth and those who would likely meet the criteria for Social 
Security Disability but are not yet receiving it. These individuals receive employment assistance 
focused on jobs with employer-sponsored health coverage and receive wrap-around Medicaid 
services once enrolled in a work-related health plan.'* 

By integrating employment into Medicaid, KanCare can help these individuals gain opportunities 
to maintain and improve their skills, helping lead to long-term employment and productivity. 
Given the strong association between employment and better health, integrating employment 
services also helps to avoid the culture of poverty, poor health and social isolation stemming 
from lack of employment.'^ 

3. Innovation through private plans. States have also been able to harness, through contracted 
private plans, innovations which improve quality and reduce costs. By allowing health plans to 
offer customized and extra benefit packages, states can provide patients with benefits not 
typically covered by the traditional Old Medicaid program, but which have profound effects on 
health outcomes. In 2012, plan providers in Florida’s Reform Pilot offered 31 different benefit 
packages, with coverage for over-the-counter drugs, vision, preventive dental coverage, nutrition 
therapy and respite care included among the value-added extra benefits.'’ In Kansas, individuals 
can choose plans that offer additional dental benefits, smoking cessation programs, GED 
programs. Weight Watchers membership and Boys and Girls Clubs membership, among other 
benefits.'* Customized and enhanced benefit packages ensure that health plans are able to 
compete on value by tailoring their benefits to best meet the needs and desires of their patients. 

This customization is most evident for patients with very complicated health challenges. In 
Florida’s Reform Pilot, for example, these patients are offered specialty plans tailored to their 
unique needs. This includes plans developed specifically for medically fragile children and plans 
customized to best manage HfV/AIDS.'^ Kansas offers programs that are specifically designed 


Division of Health Care Finance, “KanCare: Section 1115 demonstration waiver,” Kansas Department of Health 
and Environment (2013), 

http://www.kancare.ks.gov/download/KanCare_Section_l 1 15_Demonstration_August 6_2012.pdf. 

” Ibid. 

Ellie C. Hartman, “A literature review on the relationship between employment and health: How this relationship 
may influence managed long term care,” Wisconsin Department of Health Services (2008), 
http://www.dhs.wisconsin.gov/wipathways/ResearchDocs/litrevw.pdf. 

Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.com/medicaid/medicaid_reform/pdf/FI_1 1 15_yr_6_Finai_Annual_Report_07-0I-l l_06-30- 
12.pdf. 

'* Division of Health Care Finance, “Medicaid for Kansas: Choosing a KanCare health plan,” Kansas Department of 
Health and Environment (2013), http://www.kancare.ks.gov/choosing^a nlan.htm, 

‘’Ibid. 
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to help manage complicated conditions such as HFV/AIDS and schizophrenia?” Specialty plans 
ensure that patients with complicated health challenges can receive the unique care they deserve. 

Private plan innovation is not just occurring in plan customization. Private plans are also 
innovating wellness programs. These wellness programs adopt incentive structures that reward 
Medicaid patients for healthy behavior. Patients in Florida’s Reform Pilot plans can earn up to 
$125 per year for receiving certain preventive services, complying with maintenance and disease 
management programs, keeping appointments and engaging in other healthy behaviors.^' 
Individuals may then use these rewards to purchase over-the-counter items at participating 
pharmacies.^^ In Kansas, patients can choose plans that offer cash incentives for healthy 
behaviors, such as getting vaccinations, regular checkups and the like.^^ 

This kind of wellness program further encourages Medicaid patients to take control of their own 
health by offering financial incentives for engaging in healthy behaviors. Similar wellness 
rewards programs operate through contracted Medicaid managed care organizations in Arizona, 
Georgia, Illinois, Indiana, Kentucky, Louisiana, Massachusetts, Missouri, Mississippi, New 
Hampshire, Ohio, South Carolina, Texas, Washington and Wisconsin. 

In Ohio, for example, patients can earn up to $175 for preventive services and disease 
management. Pregnant mothers may earn up to $100 for completing regular prenatal visits and 
parents can earn another $100 for completing regular well-child visits. In South Carolina, parents 
can earn an extra $105 just for completing regular well-child visits. 


But not all programs are innovating. Here are a few things that are not working: 

1. Perverse funding formulas. Under the Patient Protection and Affordable Care Act, states that 
choose to expand Medicaid coverage will receive an enhanced matching rate for the new 
Medicaid population.^'* This population consists primarily of able-bodied adults without children 
and low-income parents.^^ The enhanced matching rate for the newly eligible population stats at 
100 percent in 2014 and then gradually reduces to 90 percent by 2020.^” 


20 

Division of Health Care Finance, “KanCare: More choices, better access, healthy patients,” Kansas Department 
of Health and Environment (2013), http://wwTV.kancare.ks.gov/download/KanCare_ProPatient_ProTaxpayer.pdf. 


Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.com/medlcaid/medicaid_reform/pdf/Fl_l 1 15_yr_6_Final_annual_report_07-01“l l_06-30- 
I2.pdf. 

'Mbid. 

^ Division of Health Care Finance, “Medicaid for Kansas: Choosing a KanCare health plan,” Kansas Department of 
Health and Environment (2013), http://www.kancare.ks.gov/choosing_a_plan.htm. 

U.S.C. § 1396d(y). 

Genevieve M. Kenney et at., “Opting into the Medicaid expatwion under the ACA: Who are the uninsured adults 
who (xiuid gain health insumnce coverage?” Urban Institute (2012), http://www.urban.org/UploadedPDF/412630- 
opting-in-medicaid.pdf. 
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The matching rate for currently eligible individuals, on the other hand, ranges from 50 percent to 
83 percent, with the federal government typically paying an average of 57 percent of Medicaid 
expenditures?^ This means that states will receive less federal support to provide services to the 
most vulnerable; those patients currently eligible for Medicaid, including the elderly, individuals 
with disabilities and children. This perverse funding formula provides states with incentives to 
cut services and benefits for the most vulnerable, giving preferential treatment to adults without 
any disabilities or dependent children. 

There are more than 5 1 1 ,000 individuals on waiting lists to receive home and community-based 
services through Medicaid.^* Those on waiting lists include individuals with intellectual 
disabilities, developmental disabilities, traumatic brain and spinal cord injuries, physical 
disabilities, mental health conditions and HIV/AIDS.^’ The Medicaid expansion’s perverse 
funding formula ensures these individuals will be kicked to the end of the line in order to provide 
coverage to able-bodied adults in the states that opt to expand. 

2. A too expansive, broken program. When broken Old Medicaid programs become too 
expansive, states often delay payments to doctors, hospitals and other providers in order to make 
ends meet. For example, Illinois owed doctors, hospitals and other medical providers more than 
$2 billion for unpaid Medicaid services at the end of fiscal year 2012.’° The average medical 
provider waited more than 5 months to receive reimbursement for their services, with some 
delays lasting eight months or more.”"’^ These reimbursement delays occurred despite federal 
law requiring states to pay 90 percent of Medicaid bills within 30 days and 99 percent within 90 
days.” 

Earlier this year in Maine, a coalition of 39 hospitals demanded $484 million for unpaid 
Medicaid bills dating back to 2009.°^ The hospitals went so far as to launch radio and newspaper 
advertisements to build public pressure on state policymakers to pay down the backlog of 
Medicaid bills. Of course, Maine expanded Medicaid eligibility to able-bodied adults without 


” 42 U.S.C. § 1396d(b). 

^ Kaiser Commission on Medicaid and the Uninsured, “Waiting lists for Medicaid section 1915(c) home and 
community-based service (HCBS) waivers,” Kaiser Family Foundation (2013), http://leff,org/medicaid/state- 
indicator/waiting-!ists-for-hcbs-waivers-20 1 0/. 

®lbid. 

John Sinsheimer, “Genera! obligation bonds. Series A and B of April 2013,” Illinois Governor’s Office of 
Management and Budget (2013), http://www.state.il.us/budget/ILState02a-FIN.pdf. 

Mallory Meyer et al., “State of Illinois budget summary: Fiscal year 2012,” Illinois Commission on Government 
Forecasting and Accountability (2011), http://cgfa.ilga.gov/Upload/FY2012BudgetSummary.pdf. 

Jennifer Levitz and Louise Radnofsky, “Delays in Medicaid pay vex hospitals,” The Wall St. Journal (2013), 
http://online.wsj.eom/article/SB10001424127887324442304578234020690323296.html. 

” 42 C.F.R. § 447.45(d) 

Jennifer Levitz and Louise Radnofsky, “Delays in Medicaid pay vex hospitals,” The Wall St, Journal (2013), 
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children in 2002?^ Its Medicaid expansion fer exceeded projected costs, forcing the state to cap 
enrollment in the program at various times and lengthen payment cycles to cope/* 

Likewise, Arizona expanded Medicaid eligibility to childless adults in 2000/’ But the expansion 
cost four times what was expected, forcing policymakers there to cut other areas in order to 
maintain the expansion/* Indeed, Arizona had to eliminate Medicaid coverage for heart, liver, 
lung, pancreas and bone marrow transplants in 2010 in order to pay for the growing costs of its 
Medicaid expansion/^ 

These payment delays and service cuts - emblematic of an expansive, broken program - ensure 
that Medicaid patients will face greater difficulty in finding doctors willing to treat them, likely 
resulting in worse health outcomes. 

3. Slow, inflexible federal waiver processes. For many states, the waiver process is a long, 
drawn-out and complex negotiation with CMS. States face burdensome reporting requirements, 
subjective deadlines and general uncertainty about whether and when CMS will approve 
requested reforms. Even if a state receives a federal waiver to implement its desired reforms, the 
waiver lasts just three to five years.'’” After that time, it must either seek an optional extension of 
the waiver or submit a new waiver request altogether if it wants to continue its reforms. Even 
reform ideas that have proven effective elsewhere must follow this slow, inflexible process and 
states have no guarantee that the federal government will grant them permission to implement 
these effective reforms, 

4. New taxes on private plans. The Affordable Care Act imposes a new $8 billion tax on private 
health plans, starting in 2014. This tax gradually increases to more than $14 billion in 2018, then 
increases at the annual growth in premiums. Strangely, this new tax also applies to Medicaid 
plans in states that have reformed their programs with managed care. Because the Medicaid 
managed care rates are required by federal law to be actuarially sound, the cost of this new tax 
will be borne by state and federal taxpayers. This results in a situation where the federal 
government is taxing both itself and states, increasing Medicaid costs and shifting more costs to 
^e states. 


” Alexis Gibson, “MaineCare for childless adults: Section 1115 demonstration,” Centers for Medicare and Medicaid 
Services (2011), http://www.medicaid.gov/Medicaid-CHIP-Program-lnfonnafion/By- 
Topics/Waivers/1115/downloads/me/me-childless-adults-fs.pdf 

“ Jonathan Ingram, “Medicaid expansion: We already know how the story ends,” Foundation for Government 
Accountability (2013), http://www,medicaidcure.org/wp-content/uploads/2013/03/Medicaid-Expansion-We- 
Already-Know-How-the-Story-Ends-Medicaid-Cure-Po!icy-Brief-3 1 .pdf. 

” Jennifer Vermeer, “Ballot proposition 204, Healthy Arizona: Publicity pamphlet fiscal impact summary, revised 
Aug. 17, 2000,” Arizona Joint Legislative Budget Committee (2000), http://www.a2leg,gov/jlbc/ballotprop204.pdf. 
“ Jonathan Ingram, “Medicaid expansion: We already know how the story ends,” Foundation for Government 
Accountability (2013), http://www.medicaidcure.org/wp-content/uploads/20 1 3/03/Medicaid-Expansion-We- 
Already-Know-How-the-Story-Ends-Medicaid-Cure-Policy-Brief-31.pdf. 

® Kevin Sack, “Arizona Medicaid cuts seen as sign of the times,” New' York Times (2010), 
http;//www.nytimes.com/2010/12/05/us/05lransplant.html. 

* Section 1 1 15 waivers are generally approved for five-year periods. Section 1915(b) waivers are generally 
approved for five-year periods and Section 1915(c) waivers are generally approved for three-year periods. 
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Nearly one-fifth of this new tax on private plans is expected to be borne by Medicaid programs.'" 
The tax is expected to increase Medicaid capitated rates by up to 2.5 percent for some states, 
with the national average falling somewhere between 1 .5 percent and 1.6 percent.'*^ This amounts 
to between approximately $37 billion and $42 billion in increased Medicaid costs during the next 
ten years, with much of that added burden falling on state governments.'’’ Adding a new tax on 
Medicaid plans will only accelerate the mayhem Medicaid programs are already creating for 
state budgets. 


States are leading the way, implementing innovative solutions to the persistent problems Old 
Medicaid has created. But federal rules and regulations often hinder state leaders who want to 
make their Medicaid safety nets more responsive to patients, more accountable to policymakers 
and more affordable to taxpayers. Additional flexibility from the federal government should give 
each individual state the opportunity to build a Medicaid safety net to best serve patients and 
taxpayers. 

A few recommendations to provide states with additional flexibility include: 

1. Reject the one-size-fits-ali expansion. Expanding Medicaid eligibility diverts scarce 
Medicaid resources away from the truly vulnerable in order to fund coverage for able-bodied 
adults. Prioritizing able-bodied adults above the elderly, individuals with disabilities and low- 
income children will only exacerbate the many problems present in Old Medicaid. 

The various fiscal and health promises made by expansion supporters have already been broken 
in the states that have previously expanded eligibility to this group of people. They are likely to 
be broken in the states that opt into the Affordable Care Act’s Medicaid expansion.'*'* Medicaid 
expansion^ including its perverse funding formula, should be rejected and states should regain 
their control over eligibility levels based on the needs, culture and values of their own state 
population. 

2. Remove perverse funding dynamics. Under current law, states that implement innovative 
reforms see the majority of their savings go to the federal government, not to the states 
themselves. Under current Medicaid matching rates, states can expect to see only 17 percent to 
50 percent of the savings their innovative reforms achieved. This creates a disincentive for states 
to make meaningful changes, as the lion’s share of savings will accrue to the federal government. 

The federal government could reduce this perverse funding dynamic by granting states flexibility 
and incentives to better share those savings. Doing so would promote innovation and provide 


John D. Meerschaert et al., “PPACA health insurer fee estimated impact on state Medicaid programs and 
Medicaid health plans,” Milliman (2012), http://publications.miiliman.coni/publications/health- 
jiublished/pdfs/ppaca-health-insurer-fee.pdf. 

Ibid. 

Jonathan Ingram, “Medicaid expansion: We already know how the story ends,” Foundation for Government 
Accountability (2013), http://www.medicaidcure.org/wp-contait/uploadsQ013/03/Medicaid-Expansion-We- 
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states with a greater financial incentive to implement bold solutions. Although this 
recommendation would appear to increase federal spending, in practice it would reduce federal 
spending as states would have strong incentives to innovate and generate savings with Medicaid 
reform, something lacking today. 

3. Allow proven waivers to be seamlessly incorporated into state plan amendments. The 
waiver process is often accompanied by uncertainty about whether and when the federal 
government will approve requested reforms. Because waivers have a limited duration, this 
uncertainty persists even for reforms that have proven effective and popular. Currently, states are 
operating under 378 different active waivers and have another 27 waivers pending with the 
Centers for Medicare and Medicaid Services.''^ 

Congress could embrace an accountable, common sense approach to Medicaid oversight by 
granting states the flexibility to turn previously-approved waivers into permanent state plan 
amendments once the waivers have been proven effective. Doing so alleviates the stress and 
uncertainty states now face as their waivers approach scheduled expiration dates. This also 
ensures patients’ care and taxpayer savings do not face interruptions resulting fi'om lengthy 
renegotiations with CMS. Further, states should be able to incorporate a reform proven effective 
in other states into their own state plans without enduring the burdensome waiver process and 
scrutiny the reform already received elsewhere. 

This would allow states to avoid months- or years-long delays for waiver approval. Reforms 
accomplished through state plan amendments can expect approval within 180 days. And rather 
than needing approval again after just a few years, a state plan amendment becomes a permanent 
part of a state’s Medicaid program unless changed by a future state plan amendment. 

4. Provide greater flexibility on mandatory and optional services. Customized benefit 
packages provide patients with the greatest value and competition among plans has proven 
effective at reducing costs for taxpayers. In Florida, Medicaid patients can choose fi'om up to 31 
different, customized benefit packages.'** The state allows health plan providers to offer 
customized benefit packages as long as the benefit packages are actuarially equivalent to the 
state plan and still provide key benefits at a level sufficient to meet patient needs.^’ 

But states and health plan providers are hamstrung by federal rules dictating how much they can 
customize benefits. Federal rules require coverage for inpatient hospital services, outpatient 
hospital services, early and periodic screening, diagnostic and treatment services, nursing facility 


Centers for Medicare and Medicaid Services, “Medicaid waivers: Dynamic list,” U.S. Department of Health and 
Human Services (2013), http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By- 
Topics/Waivers/dynamic-list/WA-508.xml. 

“ Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report," Florida Agency 
for Health Care Administration (2012), 

http.'//ahca.myflorida.com/medicaid/medicaid_reform/pdf/FL_llI5_YR_6_FinaI_Annual_Report_07-01-ll_06-30- 

12.pdf. 

■*’ Florida Agency for Health Care Administration, “Florida Medicaid reform: Application for 1 1 15 research and 
demonstration waiver,” Florida Agency for Health Care Administration (2005), 
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services, home health services, laboratory and x-ray services, family planning services, nurse 
midwife services, certified pediatric and family nurse practitioner services, freestanding birth 
center services, transportation to medical care and tobacco cessation services.'** States may only 
choose which additional services to offer and set the scope and range of those services. 

With added flexibility from the federal government, states could offer more customized benefit 
packages to vary these minimum benefits, so long as the benefit packages meet specified 
actuarial standards. One potential avenue for this customization would be to grant states much 
more flexibility for benchmark Medicaid coverage. 

States currently have the option to design benefit packages for certain populations that vary from 
traditional Old Medicaid."*® However, the flexibility provided in designing these benefit 
packages, known as “benchmark coverage” or “benchmark-equivalent coverage,” is limited in 
nature. The benefit packages must be equivalent to the standard Blue Cross/Blue Shield health 
plan offered to federal employees, the health plan offered to state employees or the largest 
commercial, non-Medicaid health maintenance organization plan offered in the state.™ 
Benchmark-equivalent coverage must also provide specified mandatory services.*’ Current law 
also requires states to “wrap around” benchmark coverage with additional benefits not typically 
covered by private insurance, such as transportation services to and from medical visits.*^ The 
Affordable Care Act further requires such benchmark-equivalent coverage include all essential 
health benefits. 

Given adequate flexibility, states could restructure their covered benefits to provide truly patient- 
centered customized benefit packages. And if plans meet a target actuarial value, states should be 
free to allow plans to be offered that vary covered services and benefits, including those that are 
federally mandated, as well as the amount, duration and scope of those services. States would 
evaluate each proposed customized benefit plan in order to ensure plans meet the target actuarial 
value. 

This will create greater competition within the Medicaid marketplace, lowering the cost to 
taxpayers and improving quality. Patients will be able to prioritize benefits according to their 
personal needs and circumstances and select the plans that will provide them with the greatest 
value. For example, a patient may wish to select a plan that does not offer transportation 
services, but instead select a plan that offers a better dental benefit package. They deserve that 
choice. 

5. Create an off-ramp for Medicaid. Currently, federal restrictions on marketing private 
insurance plans to individuals transitioning off of Medicaid impose an undue burden on those 
leaving Medicaid. These restrictions further worsen the gaps in coverage for individuals leaving 


^ Centers for Medicare and Medicaid Services, “Medicaid benefits,” U.S. Department of Health and Human 
Services (2013), http://\vww.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Benefits/Medicaid- 
Benefits.html. 

* 42 C.F.R.§ 440.300 etseq. 

® 42 C.F.R. §440.330. 

” 42 C.F.R. § 440.335. 
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Medicaid. As Florida’s Reform Pilot has proven, Medicaid patients can and do make informed 
choices about their health coverage when given access to appropriate information. Denying them 
such information while they are transitioning off of Medicaid hinders their ability to make 
educated choices, taking away their power to make meaningful decisions over their health 
futures. 

Other federal rules and regulations restrict states from using Medicaid funding in innovative 
ways to move individuals off of Medicaid and into private coverage. With greater flexibility in 
this area, states would be able to take proactive steps to create an off-ramp for Medicaid, helping 
ensure that Medicaid patients are not trapped in government dependency and a culture of 
poverty, but rather help them move from poverty into long-term employment and productivity. 

Conclusion 

Despite Medicaid’s fiscal challenges to state budgets and the federal budget, there are proven 
strategies that are working today for both Medicaid patients and taxpayers. However, the current 
funding structure, new taxes, a slow federal process, and perverse incentives inherent in 
Medicaid expansion threaten Medicaid services to the most vulnerable. It doesn’t have to be that 
way. With reasonable flexibility, targeted incentives, streamlined administration, and a smooth 
off-ramp, the Medicaid safety net can work better today for patients and providers and be 
sustainable for taxpayers into the future. 
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Mr. Pitts. We will now begin questioning. I will recognize myself 
5 minutes for that purpose. 

For the Nation’s vulnerable citizens, having Medicaid does not al- 
ways result in good health care. Studies have shown that while en- 
rollment is growing rapidly, with more than 70 million Americans 
enrolled in Medicaid at some point in 2012, access to quality care 
is still a struggle for most. The new health care law proposes the 
largest expansion of Medicaid in history, an expansion that is 
clearly built on a framework that is already failing to meet current 
obligations in helping our most vulnerable citizens. 

Mr. Bragdon, in your testimony you note that States should be 
cautious in opting into Medicaid expansion. At this point, the ma- 
jority of States are either not expanding or are still undecided. 
What are some considerations you would raise with States that are 
still deliberating the decision to expand in 2014? 

Mr. Bragdon. Thank you for the question. 

When you look at States that have expanded Medicaid in the 
past, the two States that have most closely replicated the expan- 
sion of the Affordable Care Act are Maine and Arizona. And the re- 
alities of those States were much higher per-person cost, much 
higher per-enrollee cost, and many more people enrolling than 
originally projected. And what happened was, as that safety net 
was stretched further and further, those States proposed and did 
cut services to the most vulnerable. Arizona stopped covering heart 
and lung transplants. Maine proposed cutting services to folks with 
brain injury and stopped paying their hospitals altogether, mount- 
ing $400 million in unpaid bills dating back over 5 years. 

So what happens as States expand is the most vulnerable, who 
tends to be higher cost, as was mentioned, the services are cut back 
on those individuals first. 

Mr. Pitts. Ms. Owcharenko, would you respond to that question 
as well? 

Ms. Owcharenko. Sure. I think the primary caution I would 
give to the States is you have to take the long view of what the 
future of Medicaid is going to look like versus just the short view. 
I think the temptation of the bump in Federal dollars to the States 
is a tempting offer, but it has a very short-term impact. And I 
think States need to take the longer view, not only for their own 
State taxpayers, but for Federal taxpayers who their constituencies 
are as well. So looking at what are the implications at the Federal 
level, understanding that our country cannot survive on the spend- 
ing path that we have today. 

Mr. Pitts. Now, in your testimony you mention some of the inno- 
vations States are pursuing. From your experience, what are some 
of the barriers that States face in pursuing new innovative delivery 
models, such as those outlined in your testimony? 

Ms. Owcharenko. Well, I think one of the things that has been 
mentioned by many of the folks here is the lack of flexibility at the 
Federal level. Too many times the States have to figure out which 
holes to jump through, how to get things done. Even if we think 
that they are making progress today under current rules, imagine 
what States could do if they had greater flexibility to do more inno- 
vative projects without having to have the constraint of all the Fed- 
eral requirements on there. I think that would probably be the best 
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direction for the States to take and the Federal Government to en- 
able them to. 

Mr. Pitts. Each of you have highlighted the value of managed 
care and increased care coordination in the Medicaid program that 
moves us away from Medicaid’s flawed fee-for-service history, and 
it improves care and reduces costs. If given one opportunity, what 
would be an important policy reform to pursue that would allow for 
States to more easily pursue managed care models for Medicaid? 
If each of you would respond. Start with you, Ms. Owcharenko. 

Ms. Owcharenko. I think expanding without having to do so 
many waivers on the populations that could be included. I would 
argue that the States know best when they are trying to develop 
and deliver care to the most vulnerable, which groups they think 
are best suited for the managed care approach. 

I would also note, though, that it is not just good enough to have 
one managed care plan. What you want is insurers competing 
against each other. And so making sure that there is competition 
and giving the patients the choice to choose I think will alleviate 
concern that there may not be a plan that is best suited for the 
most vulnerable. 

Mr. Pitts. Mr. Weil. 

Mr. Weil. The rapid movement of States in their Medicaid popu- 
lation toward managed care makes it hard for me to see that there 
is a major Federal barrier to reliance on managed care. The pri- 
mary area that remains a challenge is integration with the Medi- 
care program. We do have some demonstrations going on right now 
designed to enable alignment of managed care plans between Medi- 
care and Medicaid. I think we are going to have to see how that 
evolves. But that, to me, is the population that faces the largest 
barriers in that movement. 

Mr. Pitts. Mr. Bragdon. 

Mr. Bragdon. Thank you. I think there are a few different 
things. One, looking at the robust competition among private plans. 
Nobody is suggesting that Medicaid not set the floor of benefits 
that should be available in those private plans. But as the plans 
build on top of that, you can provide much more comprehensive 
care that Old Medicaid does not. For example, Kansas added a den- 
tal benefit when they moved to a private plan. GED services so 
that individuals could ultimately get the best safety net, which is 
a good-paying job. Florida shows how when you give people choice 
and choice counseling, which I think is an important component, so 
that patients understand the differences among those private 
plans. 

I think lastly, there is this debate over mandatory versus vol- 
untary private care. But when you look at how patients vote with 
their feet, patients appreciate having robust choices of several dif- 
ferent private plans. In Kansas, Native Americans are given a 
choice of whether to choose from one of the three different private 
plans or opting back into Old Medicaid. Out of 4,000, only 12 
stayed in Old Medicaid. Louisiana, 0.3 percent of people voluntarily 
chose Old Medicaid versus five different private plans. 

Mr. Pitts. Thank you. 

The chair recognizes the ranking member, Mr. Sarbanes, for 5 
minutes for questions. 
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Mr. Sarbanes. Thank you, Mr. Chairman. I want to thank our 
panelists today. 

Mr. Weil, Ms. Owcharenko mentioned challenges to the Medicaid 
program. And I didn’t hear that that necessarily formed an indict- 
ment of the program overall, but it just laid out what some of the 
challenges are. I wanted to get maybe your reaction to those chal- 
lenges, whether you think the Medicaid program can handle them. 

So the first one obviously is the demographic challenge that is 
coming at us, particularly the baby boomer generation and the im- 
plications that has for the Medicaid program, and this notion of 
competition within the diversity of the pool of beneficiaries that is 
covered by the Medicaid program. These are realities we are going 
to have to deal with. My sense is an expanded Medicaid program 
that we are trying to make better every day is going to be best 
equipped to handle that challenge. 

She spoke of structural challenges — for example, relating to pay- 
ment rates. Did acknowledge that in 2013 and 2014 there is an at- 
tempt made to achieve 100 percent parity with Medicare rates for 
primary care. That is a good step in the right direction. And then 
spoke of the fiscal challenges ahead of us, with entitlement pro- 
grams or, as I often refer to them, earned benefit programs in some 
instances. 

But your testimony suggested that in some ways Medicaid is on 
the cutting edge with respect to innovations that not only can im- 
prove care, particularly care that one might put under the heading 
of sort of public health. When you look at children, developmental 
screening, where what the Medicaid program does is really cutting 
edge, ahead of both the commercial arena and potentially even 
Medicare there. The dental care for children and patient-centered 
medical homes. Among many examples you gave, these are 
things — particularly the last one I mentioned — that can improve ef- 
ficiencies and save costs over the long run. And it is really because 
of ACA that we are going to see some opportunities for that. 

So can you address these challenges, the demographic, struc- 
tural, fiscal, and other challenges you see, and why an expanded 
Medicaid program in some ways may be best equipped to handle 
them? 

Mr. Weil. Thank you, Mr. Sarbanes, for the question. 

The demographic challenges are real. They affect Medicare as 
well as Medicaid. We can’t ignore the reality that we are aging and 
they will increase the average cost per person. 

But I think against that backdrop it is worth noting that despite 
aging of the population, the Medicaid nursing home census has 
stayed fiat despite the aging of the population, that our use of 
home- and community-based services grows, and some leading 
States have really shown us how to not just prevent people from 
going into nursing homes in the first place but help them come 
home even after they have been resident there for some time. 
Washington State is a leader in that regard. 

With respect to your question about expansion, I think we need 
to be careful about what I heard the repeated use of the term able- 
bodied adults, as if somehow they don’t need health insurance. If 
they are not sick, then the good news is they won’t cost us any 
money. So we shouldn’t be so worried about providing them with 
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coverage. But everyone gets sick, sometimes more than others, or 
they may have chronic conditions that are untreated, that getting 
them early care will actually reduce the overall cost. And we know 
there is growing prevalence of chronic conditions, particularly 
among the target populations in the Medicaid expansion. 

The issue here is, are we going to move this population into a 
system where there is someone responsible for managing their 
care, a State and Federal Government responsible for paying, and 
usually a private plan — and I should note, most States offer their 
Medicaid enrollees a choice of plans — a private plan that is inter- 
ested in maintaining health or do we just leave them the alter- 
native? The only alternative I am aware of is that they are unin- 
sured and no one is accountable for improving results. 

And similarly, I will readily admit that Medicaid payment rates 
are below commercial and in some instances below Medicare rates. 
But again, I think we have to ask, compared to what? These are 
people who would otherwise be uninsured. There would be no pay- 
ment source for them. There are mission-driven providers and 
other providers that have a broad cross-section of patients that un- 
derstand that they are going to subsidize care for some in order to 
serve others. And Medicaid helps alleviate the burden, although it 
does not completely eliminate it. 

So these are challenges. But my experience is that States observe 
them, look ahead, and are doing what they can to tackle them 
within the design of the current program. 

Mr. Sarbanes. Thank you very much. I yield back. 

Mr. Pitts. The chair thanks the gentleman. 

Now recognize the vice chairman. Dr. Burgess, for 5 minutes of 
questioning. 

Mr. Burgess. Thank the chairman for the recognition. 

Ms. Owcharenko, let me ask you, we have heard it mentioned 
several times in the opening statements and I believe in your testi- 
mony about low provider rates and how that affects access for Med- 
icaid patients. So low provider reimbursement rates. Medicaid is a 
shared Federal and State responsibility. So how can the Federal 
Government ensure provider rates are set at levels that will en- 
courage participation? 

Ms. Owcharenko. Well, I think one of the points is that you 
have to contrast it with the fiscal challenges. So if you have pro- 
vider payment issues, you are not paying providers enough, then 
the easy solution is to say, well, just pay them more. Well, to pay 
them more you have to pay for that, and so someone is going to 
have to pay for that. The States have decided in many instances 
they are not willing to spend the money to the Medicare levels; oth- 
erwise, they wouldn’t have had the Federal Government come in 
for the temporary boost. 

The challenge is, what happens when that boost is gone? Can the 
Federal Government continue to provide that type of a level of re- 
imbursement? I think that is the whole problem we have with Med- 
icaid in the long term, is it sustainable from a fiscal standpoint? 

Mr. Burgess. Well, let me just ask you, for that 2-year interval, 
who is responsible for paying those increased rates? 

Ms. Owcharenko. Well, the Federal Government. Well the Fed- 
eral taxpayers are paying that. 
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Mr. Burgess. Then past 2015? 

Ms. OwcHARENKO. It will go back to the States. And as the 
MACPAC study said, many States are already saying that it is 
doubtful that they will be able to keep and sustain that level. So 
the challenge will be, the States will be back here in Washington 
saying, we need more Federal dollars, and we don’t want them 
temporary, we want them permanent. Well, then, the Federal Gov- 
ernment is going to have to find the money, if they are going to 
go down that road. And I just would argue that the Federal Gov- 
ernment doesn’t have the money today to be continuing that type 
of spending. 

Mr. Burgess. We have actually seen that movie before. The 
stimulus, in February of 2009, provided an 18-month bump-up in 
Medicaid reimbursement rates, as it was about to run out in Au- 
gust of 2010. As I recall, we had to have an emergency meeting of 
Congress in the middle of the August recess — one of the few times 
that has happened, except for war and pestilence — and the purpose 
of that was to pass a supplementary stimulus bill to augment those 
Medicaid rates. For the record, I voted against it both times. 

Let me just ask you a question, because we are looking at the — 
you have States that have agreed with Medicaid expansion and 
some that have not. Now, the Supreme Court in their wisdom said 
that you could not make acceptance of the standard Medicaid, reg- 
ular Medicaid contingent upon the acceptance of the expansion. So 
States actually have some leeway there. The deadlines for the ex- 
changes, since this expansion of Medicaid was not set in Federal 
statute but rather by a court directive, there are no dates, there 
are no drop dead dates for the States. So actually, wouldn’t a State 
be well advised to see what happens in a few other States before 
they jump into this? 

Ms. Owcharenko. I think with the complexity that we see the 
healthcare law facing, I think it would be wise for States to think 
again for the long term and see how this plays out. I think this will 
be an annual debate I think moving forward as well. 

Mr. Burgess. But at this present time, there is no penalty for 
a State that says, not now. 

Ms. Owcharenko. That is correct. That is correct. 

Mr. Burgess. And they can always revisit it in subsequent legis- 
lative sessions in the future. 

Ms. Owcharenko. That is correct. 

Mr. Burgess. When you get back to getting the providers to get 
back into the system, I can remember in Texas in the early 1990s, 
the State said, look, we will cover your first $100,000 in medical 
liability claims for Medicaid patients if you agree to see a certain 
number. That program did not last very long. I presume it was a 
cost-related factor. But it seems that something along those lines, 
to encourage providers to come back into the system, would make 
a great deal of sense. 

Is there flexibility built into this Medicaid expansion that would 
allow States to do that? 

Ms. Owcharenko. I am not familiar with any at this time. But 
the other panelists may know more than I do on that. 

Mr. Burgess. Mr. Weil, let me ask you a question, because you 
mentioned something about the Center for Medicare & Medicaid 
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Innovation and the use of — what did you describe it as, multipayer 
systems? Could you provide us a reference for that? I would be in- 
terested in what the data was that CMMI used to make that deter- 
mination, how much money was forwarded in those grants. Do you 
have that information available? If not today, could you make it 
available to us? 

Mr. Weil. Yes, Mr. Burgess. I would be happy to. That is public 
information. We are quite early in these cooperative agreements. 
But the States that were awarded them, what they intend to do 
with the funds, that is all public. It is available from CMS, and I 
am happy to supply it to you. 

Mr. Burgess. All right. I would appreciate you making that 
available. My experience with CMMI has not been that great. It 
seems to be a bureaucracy that not even a bureaucrat could love. 
But I would be interested in what you base those statements on. 

Thanks, Mr. Chairman. I will yield back. 

Mr. Pitts. Chair thanks the gentleman. 

Now recognize the distinguished ranking member emeritus, Mr. 
Dingell, 5 minutes of questions. 

Mr. Dingell. Mr. Chairman, I thank you for your courtesy, and 
I commend you for holding this important hearing today. 

Medicaid is a critical program. It provides health insurance to 
the most vulnerable in our society. Many States, including my own 
State of Michigan, are currently deciding whether to expand their 
Medicaid programs under the Affordable Care Act. I believe ex- 
panding the program was the right thing to do because it is going 
to expand health care to millions of Americans who desperately 
need it. 

These questions are for Mr. Weil of the National Academy for 
State Health Policy. 

Mr. Weil, in your testimony you note that Medicaid is a source 
of insurance coverage for one out of three children. Is that correct? 
Yes or no? 

Mr. Weil. Yes, sir. 

Mr. Dingell. Now, Mr. Weil, children and their parents account 
for 75 percent of Medicaid enrollees. Is that correct? Yes or no? 

Mr. Weil. Yes, that is correct. 

Mr. Dingell. And this population accounts for only 34 percent 
of the spending in the program. Is that correct? Yes or no? 

Mr. Weil. Yes. 

Mr. Dingell. One area where Medicaid has been very innovative 
is the area of developmental screening for children which helps 
promote early detection and prevention of healthcare problems? 
Mr. Weil, how many States require Medicaid providers to perform 
developmental screenings on children as a part of routine exams? 
I believe the number is 14. Is that right? 

Mr. Weil. That sounds right. 

Mr. Dingell. They are not, however, required to require this 
kind of work. Is that correct? 

Mr. Weil. That is right. 

Mr. Dingell. Now, Mr. Weil, recently we have seen the national 
percentage of children receiving developmental screening rise from 
19.5 percent in 2007 to 30.8 percent in 2012. Is that correct? 

Mr. Weil. Yes, sir. 
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Mr. Dingell. This is a great improvement, and I believe Medic- 
aid’s innovation in this area has helped increase the number of 
children that undergo developmental screening tests. Mr. Weil, is 
it correct that a child with public health insurance is now more 
likely to receive a developmental screening than a child with pri- 
vate insurance? Yes or no? 

Mr. Weil. Yes, it is. 

Mr. Dingell. Now, Mr. Weil, oral health is another area where 
State Medicare programs are successfully implementing innovative 
programs and are seeing positive results. Isn’t that so? 

Mr. Weil. Yes, it is. 

Mr. Dingell. Now, Mr. Weil, do you believe that the reforms in 
North Carolina and Washington, with which I think you are famil- 
iar, which you described in your testimony, have led to positive 
health outcomes and are models for other States to follow. Is that 
right or wrong? 

Mr. Weil. Yes, it is. 

Mr. Dingell. Now finally, a recent study in the New England 
Journal of Medicine studied the impact that expanding Medicaid 
has on mortality rates. So, Mr. Weil, do you agree with the conclu- 
sion of this study that expanding Medicaid will lead to lower rates 
within the States that do it? Yes or no? 

Mr. Weil. I believe the strongest evidence says that expanding 
Medicaid will reduce mortality. That is correct. 

Mr. Dingell. I very much thank you for this. 

I believe Medicaid brings real health benefits to our vulnerable 
populations. The States are currently coming up with new, innova- 
tive strategies to improve access to care. 

As States across the Nation, including my own State of Michigan, 
are debating whether to expand Medicare or not, I hope they will 
look at this evidence as how the program is working to improve 
health outcomes for millions of Americans. States should also con- 
sider the financial benefits for expanding Medicaid as well. Michi- 
gan alone could save $1 billion over the next 10 years if they chose 
to expand Medicaid, which I hope they will do. 

I hope this committee will continue to examine this issue in a bi- 
partisan manner. 

Mr. Weil, you have been most helpful to us. 

Thank you, Mr. Chairman. I yield back 1 minute and 15 seconds. 

Mr. Pitts. The chair thanks the gentleman. I now recognize the 
gentleman from Georgia, Dr. Gingrey, for 5 minutes for questions. 

Mr. Gingrey. Mr. Chairman, thank you. 

Let me — I want to address the first question to Ms. Owcharenko. 
Much has been said that the Medicaid waiver program offers 
States all the flexibility that they need to improve and reform their 
programs, the existing waiver program. 

As you know, this administration is a strong supporter of the 
Medicaid population expansion, you said up to 138 percent of the 
Federal poverty level. May there be an opportunity for the adminis- 
tration to intentionally withhold waiver determinations if the State 
does not get with the program and expand? 

Ms. Owcharenko. I can’t speculate, but we do know the waiver 
process is long and cumbersome, and you don’t know when, there 
is no time limit on how long a process may take or the complexity 
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of the waiver. But we also need to recognize, too, that the waiver 
is dictated by the statute. There are only certain things that can 
be waived and so to the point that you want to do something above 
and beyond what the statute allows you to, that still is a limitation, 
but I can’t speculate. 

Mr. Gingrey. Well, Mr. Chairman, we have seen this adminis- 
tration continually use almost coercive methods to aid implementa- 
tion of the law. Allowing Medicaid waivers as the only process for 
States to innovate seems to offer the administration a situation 
ripe for abuse. This is why we need to repeal the Medicaid and 
CHIP maintenance of effort provisions and give States a chance to 
truly innovate. 

Continuing along that line, the maintenance of effort provisions 
in Obamacare have not only been costly, but they have been a bar- 
rier to reforms. That is why I introduced H.R. 1472, the State 
Flexibility Act to repeal PPACA Medicaid and CHIP provisions in 
the President’s health care law, repeal the maintenance of effort. 

In these difficult fiscal times. States often must make cuts to 
other non-mandated programs, such as education, because they 
don’t have the flexibility to improve their existing Medicaid pro- 
grams. In other words, get rid of people that are on the rolls that 
shouldn’t be there that maybe 2 years ago, 3 years ago, prior to 
PPACA, these people were eligible but now they are making 
$75,000 a year, and they are frozen on the program. 

Would you please explain to the panel how these provisions in- 
crease costs to both the States and the Federal Government and ac- 
tually hamper patient outcomes? 

Ms. OwcHARENKO. I would say that the maintenance of effort 
freeze really does take a tool out of the toolbox that States have 
to work within their budgets within their means and within their 
budgets to provide the care to who they feel are the most vulner- 
able and the most needy. Again, getting back to the flexibility for 
the States, I think the closer the policymakers are to what is going 
on on the ground at the State level, the better are suited in decid- 
ing who should get the care, where the adaptation should be, where 
we can scale back maybe, or where policy should be increased. 

Mr. Gingrey. Well, I’m just thinking that if they didn’t have that 
maintenance of effort provision and they were able to kind of clean 
up the rolls, if you will, then maybe some of these States would be 
willing to expand, because they wouldn’t be throwing money at peo- 
ple that really don’t need it. Mr. Bragdon, would you care to com- 
ment on that as well? 

Mr. Bragdon. Thank you. I think that you are touching on an 
important point that when you look at how States can customize 
their Medicaid programs, that you need different solutions for dif- 
ferent populations, and you also need a very dynamic toolkit, if you 
will. 

In Florida, for example, the average single mother who is on wel- 
fare, or on TANF and receiving Medicaid is on the program for 5 
months. And so for those individuals, it is also about creating some 
sort of off-ramp, because what happens now is you are on Medicaid, 
you may be in a private plan you like, but there is no ability to 
keep that private plan once you go off the program, there is no 
ability to even become aware of what is available to people 
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Dr. Gingrey. I’m going to interrupt you because I just have 30 
seconds left. I want to make this comment. And I thought about 
this of course 3 V2 years ago right here when we were in the minor- 
ity on the side when this bill was being developed, and this Med- 
icaid expansion, up to 138 percent of the Federal poverty level, 
where would those people get their care if they were not eligible 
for Medicaid? They would get it on the exchanges and the provision 
that goes to them would be all Federal dollars. They wouldn’t be 
State dollars. So it is really a game of moving the hat around to 
see where the pea is. 

You clearly, that was a setup so that there would be less Federal 
costs and more burden on the backs of the States. And I yield back. 

Mr. Pitts. The chair thanks the gentleman. 

The chair now recognizes the gentlelady from Florida, Ms. Cas- 
tor. 

Ms. Castor. Thank you very much, Mr. Chairman. 

Thank you to the panel. 

This is a very important topic, and as Mr. Weil testified, there 
are so many exciting innovations going on all across the country 
when it comes to Medicaid that is the lifeline for families and sen- 
iors and children and disabled. 

I have wanted to, I think it is very important that we share and 
understand what is happening in these innovations. We do this on 
a regular basis for those that are interested in the children’s health 
care caucus that I co-chair with Republican Congressman Dave 
Reichert from Washington State where we educate staffers across 
Capitol Hill, other policymakers. Members, and we have another of 
our Medicaid matters for kids sessions this Friday here in the Ray- 
burn building at 12 o’clock, and I would like to thank First Focus 
Campaign For Children, all the children’s hospitals across the 
country, the pediatricians, the Kaiser Family Foundation for help- 
ing to organize these very important Medicaid educational sessions. 
The one on Friday is called “Unlocking Ideas to Improve Care For 
Kids on Medicaid.” 

One of the most exciting innovations I know of in Florida in my 
home town at St. Joseph’s Hospital is their complex, their chronic 
complex clinic for children. It has been running for 12 years now. 
It provides continuous comprehensive and coordinated care for the 
most medically needed children in our community. The clinic was 
organized after years and years of watching children cycle through 
the emergency room without a real focus on their ongoing health 
care needs. The hospitals desperately wanted someone to provide 
them with coordinated care. So the clinic came together. It now 
serves over 1,000 children in the Tampa Bay area with a great 
team of pediatricians, pediatric nutritionists, nurses, social workers 
and many others. The families in my area love this clinic. And we 
also appreciate the fact that it saves $6,000 per patient per year 
in hospital costs alone and some national studies say that we are 
saving closer to 10,000 a year. That is one of the innovations that 
I am excited about. 

Mr. Weil, name another one where you, where things are going 
right under Medicaid, this important Federal/State partnership. 

Mr. Weil. Well, I think some of the most exciting work is in the 
area of patients in medical homes and health homes where what 
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we are trying to do is take a health care system, not just in Med- 
icaid hut in the system at large that primarily sends its resources 
to the most expensive settings for care for hospitals, for institu- 
tional care and build out, as you described in the scenario you de- 
scribed, build out an infrastructure of the kind of care people need 
at a better touch, it is closer to the community, it is less expensive, 
it is less episodic, it is more continuous, and also, and I think some 
of the best innovations going on now are about bringing in mental 
health into how we think about delivering health care. We have 
traditionally had very strong lines and barriers between these sys- 
tems, different funding streams, different programs, and we are 
understanding that people with untreated mental health conditions 
cost more in physical health, and that the relationship between the 
two requires a different model of care. We are seeing it in oral 
health. I including included a few examples in my written testi- 
mony. 

And what is great about these kinds of innovations is that Med- 
icaid is a part, sometimes it is a leader, sometimes it is a follower, 
but most providers of services within Medicaid also provide services 
to privately covered folks, and if they are, if it is not pediatric care, 
they are usually in Medicare as well. 

So the interesting exciting innovation, the most interesting excit- 
ing, from my perspective, is when Medicaid is part of a broader 
conversation across public and private payers and providers, physi- 
cians and hospitals and others to fundamentally rethink how peo- 
ple get care, and then pays in a way that supports that as opposed 
to just writing checks for services that people need. 

Ms. Castor. I think you are right. I think you are right. 

And Mr. Bragdon, I know you did not mean to mislead this com- 
mittee by heralding the great success of Florida’s Medicaid privat- 
ization. The statewide waiver was just approved a couple of weeks 
ago. So be careful when you testifying in front of Congress. And 
then the pilot program of Medicaid privatization was known as a 
real disaster. The State’s own study condemned the results. We 
had patients unable to gain access. We had providers, private pro- 
viders leave the State. 

So be careful when you testify before Congress and saying this 
is a great success when the evidence and everyone across the board 
has really condemned what has happened. We are more hopeful 
with the new waiver and privatization, it is like night and day. 
There are broad new conditions for consumer protections. Pro- 
viders, if they back out and leave, are going to be penalized, their 
medical loss ratios. 

So those are some of the innovations that can happen with that 
important Federal/State partnership. But you have got to, you real- 
ly have to do your homework on what has happened in the past 
and what is actually happening moving forward. Thank you. 

Mr. Pitts. The gentlelady’s time has expired. The chair recog- 
nizes gentleman from Louisiana, Dr. Cassidy 5 minutes for ques- 
tions. 

Mr. Cassidy. Thank you, Mr. Chairman. Mr. Weil, I am a doctor 
who takes care of Medicaid patients in a public hospital clinic, so 
I am very familiar that Medicaid can actually have a beneficial ef- 
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feet. But I think there are some things kind of in the interest of 
Ms. Castor’s kind of fact check sort of thing. 

Let’s first talk about the paper that Mr. Dingell referenced that 
showed an all-cause decreased mortality after Medicaid expansion. 
Now, I happened to have read that article and I happened to know 
and I looked it up just to confirm. In Maine, actually mortality in- 
creased after Medicaid expansion. The authors point out only in 
New York was there a statistically significant effect of decreased 
mortality, and that overwhelmed the increased mortality in Maine 
and the no significant effect in Arizona. 

So would you disagree with that table which I am looking 
straight at or would you acknowledge that, indeed, it is only one- 
State specific and indeed, if we were to look at Maine, we would 
actually see an increase in mortality after Medicaid expansion? 

Mr. Weil. I will happily defer to you looking at the table and say 
that as you know as a clinician, you never want to take your con- 
clusions too far based on one or two studies and I think we are 
right now in an environment where people are looking at one or 
two studies and using it to caricature a program. So I appreciate 
your clarification very much. 

Mr. Cassidy. Secondly I also point out and you were very careful 
in your testimony to say that Medicaid prevents people from hav- 
ing financial duress, but you did not make the claim that it im- 
proves health. And again, as you and I both know the National Bu- 
reau of Economic Research found in their Oregon study that when, 
and I am quoting from their conclusions, this randomized con- 
trolled study showed that Medicaid coverage had generated no sig- 
nificant improvements in measured physical health outcomes in 
the first 2 years, but it did reduce financial strain. 

So it also makes it clear that the best study from NBER has 
shown that Medicaid expansion did not improve health outcomes. 

And lastly I will say that in your — by the way, I enjoyed 
everybody’s testimony and I don’t mean to challenge, I am just try- 
ing to point this out, you seem to suggest in your testimony that 
the choice is dichotomous, either somebody is uninsured or they are 
on Medicaid. But then I will quote another National Bureau of Eco- 
nomic Research study, again, by Mr. Gruber, who is a big backer 
of Obamacare, who points out that 60 percent of the children that 
go on to a public insurance program actually formally had private 
insurance but the expansion of the public insurance crowded out, 
if you will, the private insurance so it is not the employer or the 
family paying the bill, it is now a taxpayer paying the bill. And 
that is 60 percent. 

Any comments upon that because again, it is not — you know 
where I am going with that. 

Mr. Weil. Well, I do have to begin by commenting on your char- 
acterization of the first study. Eirst of all, there were, as you know, 
demonstrated positive effects on depression, so the physical health 
word is important. But I don’t think it shows that it did not im- 
prove outcomes. I think it didn’t show that it improves outcomes. 
And I think those are actually quite different. We don’t 

Mr. Cassidy. But if questions take the no hypothesis we really 
cannot claim a benefit unless the benefit was shown. 
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Mr. Weil. I completely agree with you. We cannot claim a benefit 
unless the benefit is shown. That does not equate with the absence 
of benefit, it simply means we were unable to show a benefit. And 
since you are being very careful, I am going to ask that we be 
equally careful in that regard. 

The literature on crowd-out which used to be a very hotly de- 
bated topic and has faded from view for some time has great com- 
plexity about what you count as the numerator and the denomi- 
nator. We know that low and moderate income people and families, 
their income fluctuates and they do gain different sources of cov- 
erage, although the prevalence of private coverage 

Mr. Cassidy. I only have a minute left. 

Mr. Weil. I am sorry. My sense would just be, I don’t think that 
we can state on the basis of the Gruber study that 60 percent of 
those children would still have private coverage if they did not pub- 
lic coverage. 

Mr. Cassidy. Maybe. I will say they had 400,000 observations, 
and Gruber obviously is, one, respected and, two, a big backer of 
the Obamacare, so it is not like he is trying to find something to 
trash himself. 

Lastly, is there a philosophical difference if a State is going to 
manage care and they are going to capitate payment to the insur- 
ance plan, is there any difference in facts that if the Federal Gov- 
ernment gives only a set amount of money to the State, which, in 
turn, gives a set amount of money to the insurance plan? Is there 
any kind of difference in that? 

Mr. Weil. Well, yes, a plan organizes and finances the delivery 
of care. A State organizes the policy environment for that finance 
and delivery, so they are akin, but I think they have different ef- 
fects. 

Mr. Cassidy. But if you give $100 to the State to care for some- 
body and the State gives $90 to the insurance plan, that really is 
the same mechanism, the capitated payment in each case. 

Mr. Weil. If 100 percent of the cost were through capitation, and 
it was just who wrote the bill, then I would agree it is the same, 
but that is not how I see the program. 

Mr. Cassidy. OK, that may be an issue of perception. I yield 
back. 

Mr. Pitts. Mr. Bragdon, did you want to respond to Ms. Castor’s 
remarks regarding Florida reforms? I apologize that she had to 
leave, but I wanted to give you an opportunity to respond quickly. 
Please. 

Mr. Bragdon. Thank you, Mr. Chairman, I appreciate the oppor- 
tunity. 

In my testimony, I referred to the Florida reform pilot. The facts 
are very clear: The Florida reform pilot outperformed on health 
outcomes in 64 percent of the cases. It had higher levels of patient 
satisfaction in 82 percent of the cases. But perhaps the best valida- 
tion of how this approach of patient-centered pro-patient/pro-tax- 
payer is working is the fact that the Obama administration ap- 
proved the waiver. 

This is a proven bipartisan approach that saves money, improves 
health and produces more satisfied patients. And would be happy 
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to provide further information to the Congresswoman so she can 
understand that. 

Mr. Pitts. The chair thanks the gentleman. The chair now recog- 
nizes the gentlelady from Virgin Islands, Dr. Christensen, for 5 
minutes for questions. 

Mrs. Christensen. Thank you, Mr. Chairman, and thank you for 
the hearing, and welcome to our panelists. 

And Mr. Weil, my first question was really about Medicaid flexi- 
bility, but I think your testimony and the answers that you have 
given really have demonstrated that flexibility and innovation are 
not only possible, but they are happening in different States across 
the country and improving access and actually in some of the cases 
you cited, improving outcomes as well. Improved outcomes is what 
we are all looking to achieve here. 

I am sure that all of you are familiar with the 2002 lOM Report 
on Unequal Treatment, a report that demonstrated bias and dis- 
crimination in health care, in the health care of racial and ethnic 
minorities, still in other studies, more recent studies since that 
have demonstrated the same as it relates to cardiac care and other 
medical conditions. 

We know that racial and ethnic minorities make up at least 58 
percent of non-elderly Medicaid enrollees. And in addition to that, 
the prior low reimbursement rates, limited accesses to providers, 
and even when there were providers, some of the needed ancillary 
services were not available in the neighborhood because of how 
Medicaid was paid for before the Affordable Care Act. 

So Mr. Weil, don’t you think these factors have some impact and 
import on whether, even with Medicaid being available and access 
to health care being available, don’t those factors parallel? We 
haven’t even talked about the socio and economic determinants of 
health that are not changing in those communities. 

Mr. Weil. Well, I appreciate the question and the observation. I 
am struck by how frequently I hear people repeat the phrase that 
Medicaid is a lousy, broken program because people on it, and then 
they fill in the blank. The people on it are poorer and sicker and 
disproportionately nonwhite, and as you indicated there is a strong 
evidence based in all of those areas that health outcomes are worse 
regardless of source of coverage, and very rarely do people make an 
effort to actually control for it, because it is impossible to con- 
trol — 

Mrs. Christensen. Even regardless of income level and edu- 
cation level. 

Mr. Weil. So we know, for example, that lower income Ameri- 
cans are less likely to use health care services whether they have 
private or public coverage because they are less comfortable — on 
average, they are less comfortable with the system, less able to 
navigate it, and providers seeking payment are less likely to locate 
in the places where they live. To indict the Medicaid program for 
the outcome of that seems to me a bit odd. 

Mrs. Christensen. I agree and thank you because when those 
inequities are addressed then the socioeconomic determinants of 
health when they are addressed in poor and racial and ethnic mi- 
nority communities and rural communities, and some of the re- 
forms that you have cited in the different States are more widely 
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adopted, I think we will see those changes. And we are seeing 
changes where those things are happening. They are really making 
a difference in improved care for vulnerable patients for whom 
Medicaid has been their lifeline. 

The Affordable Care Act recognizes that we needed to begin to 
make Medicaid a stronger safety net. The law, along with State 
changes, is already beginning to make a difference. The Repub- 
lican-recommended reforms really are not designed, as I see it, and 
I am a practice, I was a practicing family physician to help the vul- 
nerable. I think they run the risk of reducing access to care and 
leaving some of our most vulnerable out of the health care system 
entirely. 

Let me see if I can fit in one other question. 

The Affordable Care Act includes a provision which will provide 
additional payment to certain Medicaid providers for primary care 
services. What impact on access to primary care do you believe that 
this policy will have? And what other steps can we take to improve 
access to these important services for our most vulnerable? Dr. 
Weil. 

Mr. Weil. Well, higher payment is certainly a positive, although 
its temporary nature I think is going to limit the behavioral re- 
sponse on the part of physicians. It is unlikely they are going to 
fundamentally change where they practice or how they practice for 
an incentive that they know will last a short period. I think it is 
important to think of that as a step, as an imperfect step in broad- 
er efforts to reorient health care system spending toward primary 
care and it, in and of itself, is not going to achieve fundamental 

Mrs. Christensen. It is 2 years probably because we had to re- 
duce the cost of the bill, and we had to reduce the cost of the bill 
because we could not score the prevention, the savings from pre- 
vention which is something we still need to do. Thank you, Mr. 
Chairman. 

Mr. Pitts. The chair thanks the gentlelady and now recognizes 
the gentlelady from North Carolina, Mrs. Ellmers for 5 minutes for 
questions. 

Mrs. Ellmers. Thank you, Mr. Chairman, and thank you to our 
panelists today. I do want to talk a little bit about the North Caro- 
lina programs that are moving forward. I am very proud of the 
work that they are doing in North Carolina. Over, it has grown 90 
percent over the last decade from less than 8 billion annually just 
a decade ago to more than 14 billion annually as of 2012. North 
Carolina spends more per person on Medicaid than any of its 
Southern State neighbors. Recognizing North Carolina’s Medicaid 
failures. Governor McCrory has proposed reforms outlining the 
State’s partnership for a healthy North Carolina. And I commend 
him for his work, and also. North Carolina Health and Human 
Services chairwoman. Dr. Aldona Wos, for the work that she has 
done, and I echo the words of Representative Bert Jones in North 
Carolina calling it a win-win-win situation because it benefits the 
patients, it benefits the health care providers, and the taxpayers of 
our State. 

With that, I do want to expand a little bit on the Elorida issue, 
because North Carolina is looking at Elorida. 
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And I do have a question, Mr. Bragdon, for you in relation to 
some of the discussion that has already gone on. Is it not true that 
Florida’s Medicaid reform demonstration was approved 8 years ago, 
hut only last month did the State receive final approval to go for- 
ward with the State reforms? Is that part of the situation that we 
are talking about? 

Mr. Bragdon. Thank you for the question. Congresswoman. 

Florida started a reform pilot in five counties, it covered 300,000 
individuals, moms and kids as well as those who are on SSI. And 
then 2 years ago, the legislature voted and the Governor submitted 
a waiver to expand that reform pilot to all 67 counties. 

Mrs. Ellmers. So it was expansion? 

Mr. Bragdon. Correct. 

Mrs. Ellmers. Great. So basically obviously we are talking about 
tough times here, scarce resources, drastically growing enrollment 
levels. States need to know that they can move forward with re- 
forms, and I know that is part of the discussion that we have been 
having today. 

Unfortunately, they are currently forced to live under the 
“maybe” or wait-and-see approval Federal agency process that 
takes years to find out whether or not their demonstration projects 
can be approved. 

From your perspective, Mr. Bragdon, what can be done to im- 
prove the Medicaid reform review process by CMS? I am sure that 
is kind of a broad answer, but if you can give a couple of pointers. 

Mr. Bragdon. Thank you for the question. I think first and fore- 
most, States need predictability. You have in the State plan 
amendment, which is an administrative filing, you have predict- 
ability, there are set time frames, if the Federal Government does 
not act, it is deemed approved. What happens with a waiver is 
there is no time limit and therefore CMS can drag its feet. In the 
case of Kansas, CMS approved the waiver 2 days before implemen- 
tation began. 

So what we are seeing is States are playing a game of chicken 
with the Federal Government moving forward with implementation 
with the hope that CMS will act at the last minute, otherwise there 
will be all this wasted effort. 

Mrs. Ellmers. Ms. Owcharenko, I have been practicing your 
name. Do you want to expand on that at all? Is there anything that 
you would like to add to that? 

Ms. Owcharenko. I think that Tarren made a great point about 
predictability, and I think that this is one of the things that does 
have bipartisan or nonpartisan issue which is, how can you im- 
prove the innovations that are happening in the State faster so 
that you get more results so that people can study the results to 
say does this work? Does this not work? And I think that that is 
one thing I think that people can come together to look at is how 
do you speed up the process, and allow a lot more innovation at the 
State level without having the barriers. 

Mrs. Ellmers. Keeping that in mind, right now with Medicaid 
enrollment at over 70 million, one in four Americans expected to 
become a Medicaid beneficiary as a result of the ACA, do you be- 
lieve there are measures in place to ensure proper eligib — after a 
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week being back in North Carolina I can’t speak today — eligibility 
verification? 

Ms. OwcHARENKO. I think that it is actually even before the Af- 
fordable Care Act, the trend has been going in the opposite direc- 
tion with presumptive eligibility, express lane eligibility, those 
things kind of move in the opposite direction. I think with the mas- 
sive complexity of this health care law, I think it is important that 
there are some stronger eligibility processes in place, not only for 
Medicaid, but on the exchange side as well. 

Mrs. Ellmers. Thank you so much. Mr. Bragdon, I have about 
one second. Is there anything you would like to add? 

Mr. Bragdon. Ditto. 

Mrs. Ellmers. Thank you, and I yield back the remainder of my 
time. 

Mr. Pitts. The chair thanks the gentlelady and now recognizes 
the gentleman from Florida, Mr. Bilirakis. 

Mr. Bilirakis. Mr. Chairman, I thank you for holding this hear- 
ing, and I thank the panel for the testimony. 

Mr. Bragdon, under the current law the system seems to be 
rigged to maintain the status quo in my opinion. If a State tries 
to reform the system to increase outcomes and reduce costs, they 
typically don’t see most of the savings. How can we transform the 
system to incentivize States and allow them a greater share of the 
savings? 

Mr. Bragdon. Thank you for the question. Congressman. 

I think that this is really a key factor that is holding States back 
from innovating. States get to keep only about 40 cents of every 
dollar that they save, or in the case of expansion, 10 cents out of 
every dollar that they save. What I think would be a better ap- 
proach to promote innovation would be to have shared savings. One 
of the things that private Medicaid plans do is they share the sav- 
ings that coordinated care contributes with providers, so providers 
have an incentive to save money as well as the plan. 

It should be the same with the Federal Government to States. 
Why not allow the States to keep one out of every three, or one out 
of every two Federal dollars that they save through innovation? 

Mr. Bilirakis. Very good. For the panel, what reforms are need- 
ed to help heneficiaries transition off Medicaid and on to private in- 
surance? What are the challenges that beneficiaries face? For the 
panel. 

Ms. OwCHARENKO. I would say, first of all, it is prioritizing the 
population that not everyone on Medicaid is treated the same, and 
I think that is for a benefit for the beneficiary. The higher up the 
income scale, the more access you would likely have to private 
health insurance and that should be encouraged. The same rules 
that apply at the higher income should not apply at the lower in- 
come and vice versa. 

Mr. Weil. I would agree that Medicaid’s reliance on private 
plans makes that transition easier when it occurs, and that States 
are currently making significant efforts to try to ensure smooth 
transitions between Medicaid and the exchange. Unfortunately, the 
biggest barrier to transitioning smoothly from Medicaid into pri- 
vate coverage is that the jobs most people move into when they 
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move off of Medicaid don’t offer health insurance. And so in the ab- 
sence of that, there is nothing to transition to. 

Mr. Bragdon. I would agree with both responses. I think that 
you, it is very important to look at for individuals who are on Med- 
icaid, many of them are on Medicaid for a short amount of time, 
and yet those private plans are prohibited from marketing to them 
or reaching out to them and just making them aware of here are 
other options that are available. 

And States need to be more creative to create transition products 
that aren’t quite Medicaid private plans but aren’t quite private in- 
surance to give people some protection to not only catastrophic cov- 
erage, but also preventive services. 

Mr. Bilirakis. Is it a good idea to provide diversity of plan op- 
tions to consumers? 

Mr. Bragdon. Thank you. Yes. And I think that the most strong 
evidence of that is consumers voting with their feet. When you give 
them a diverse group of plans with meaningful differences, 70 to 
80 percent voluntarily pick a plan different than the one they were 
defaulted into. 

Mr. Bilirakis. Mr. Weil? 

Mr. Weil. I certainly see advantages to plan choice. It think 
there are two constraints I would put in that comment. One is that 
in less populous areas of the country, plan choice doesn’t really 
mean anything because the real challenge is finding providers and 
having different administrative structures over them doesn’t really 
provide any value. 

And the second constraint is that unfettered choice or 
unstructured choices can be very hostile, actually, to consumers. 
The private industry knows very well how to structure choices in 
ways that help people make choices and not bewilder them. But in 
general, certainly choice is a key component of the drive to quality. 

Mr. Bilirakis. Ms. Owcharenko. 

Ms. Owcharenko. I would agree with the panelists and just say, 
though, that a slight difference a choice of the same product across 
without any differentiation is kind of choice with no choice, you are 
not really choosing anything different. So I do think there needs to 
be some sort of diversification or ability for insurers to offer dif- 
ferent types of plans with additional benefits, et cetera, in order to 
really have what choices. 

Mr. Bilirakis. Thank you. One last question if I may, Mr. Chair- 
man. Mr. Bragdon and Ms. Owcharenko, the administration seems 
focused on expanding Medicaid as you know. 

How many people are Medicaid eligible and are not enrolled? 
Shouldn’t we focus on getting care to those groups before we focus 
on expanding Medicaid? 

Also, this expansion of patients will increase the patient load on 
the Medicaid system. Has there been an influx in doctors taking 
Medicaid? I don’t think so. What will this patient surge do to the 
system? And we will start with Mr. Bragdon, please. 

Mr. Bragdon. I think there are — absolutely there are real chal- 
lenges to access for individuals. A card is not access. And we need 
to look at can you actually provide access to care? 

Ms. Owcharenko. I would just point out that with the question 
of there are many out there, knowing children, many children that 
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are eligible but not enrolled in the program, raises the question of 
what is it that keeps those children out? Is it that they — it is obvi- 
ous they are eligible. They would qualify. The question is do their 
parents see that there is value in getting the Medicaid program. As 
Tarren has pointed out having a card may not be the type of care 
that best suits them. 

Mr. Bilirakis. Thank you very much. I yield back. 

Mr. Pitts. The chair thanks the gentleman. The chair now recog- 
nizes the gentleman from Virginia, Mr. Griffith, for 5 minutes. 

Mr. Griffith. Thank you, Mr. Chairman. I appreciate it greatly. 
Mr. Bragdon, I was looking at your written testimony, and on 
pages 7 and 8, you go through a process — ^you may want to refer 
to it, although you probably know it like the back of your hand — 
where some of the Medicaid programs that rely on some private 
programs are going to be hit with the tax inside of Obamacare. 
Could you explain that to us more fully than just a one- or two- 
paragraph response might give to the American people? 

Mr. Bragdon. Sure. One of the new funding mechanisms for Af- 
fordable Care Act is a new tax on private plans which falls on 
those private Medicaid plans as well. And so you have this per- 
verse dynamic where the Federal Government is, on one hand, tax- 
ing itself and then at the same time, taxing States to raise rev- 
enue. 

And what is going to happen is States either need to come up 
with the money or they have to cut services for individuals to pay 
the tax. 

Mr. Griffith. Explain how that works if you can, because I was 
not here when the bill was passed and I have always been under 
the impression this was on the wealthier people and on plans that 
were private plans. Is this because some States have, or work with 
private-type plans to provide the coverage for their citizens? 

Mr. Bragdon. This is not the tax on Cadillac plans. This is a dif- 
ferent tax that is essentially a premium tax for private health 
plans, but those private plans within Medicaid are included within 
that tax, and that tax over the next decade is going to raise costs 
from 37 to $42 million for those private Medicaid plans only. 

Mr. Griffith. And the number in your report said something 
like one-fifth of all the money raised by this new tax included in 
the Obamacare plan is actually a tax that we paid by Medicaid? 

Mr. Bragdon. Correct. 

Mr. Griffith. OK. I appreciate that. 

Virginia is looking at a lot of reforms and things before they do 
the expansion. They set up a special committee, et cetera. And 
amongst those, I am going to go to a specific question instead of 
just reciting again the different things that Virginia is looking for, 
although I think those are good, but one of them is value-based 
purchasing, and I kind of like that idea that they are looking at. 
And I think we need to do this in an efficient way that it saves 
money and provides a greater flexibility to our States. Now obvi- 
ously, there has to be a balance because you don’t want to put a 
co-pay into that value pricing that keeps people from using services 
that they may need. So I would ask all of you, from your experi- 
ence, where have States been able to use that successfully and 
where has it been not successful? 



70 


Mr. Bragdon start with you and then we will just go down the 
table. 

Mr. Bragdon. I think it is key for States to look at value-based 
purchasing not only innovative things working directly with pro- 
viders in how do you get better care for individuals, and there are 
great examples of States doing that to promote more providers par- 
ticipating in the Medicaid program, where you have private plans 
they pay if the Medicaid patient no-shows, or in some States the 
plan itself coordinates travel to make sure the patient can actually 
get to the doctor, but it also add benefits to attract patients. So for 
example, adding dental benefits, all within that same fixed price, 
but really creating taking Medicaid like a floor and building on top 
of it, which I think is really key. 

You have to also look at, are individuals actually getting 
healthier? Because that is what we want the safety net to do, is 
take somebody who is poor and sick and make them healthier so 
they have the hope of a better life. So ultimately, value based 
should look at, is it improving health? 

Mr. Griffith. Absolutely. Mr. Weil. 

Mr. Weil. States use their flexibility to set payment rates to pro- 
mote plans that can demonstrate higher value through standard 
measures of quality and measures of access. 

There is also movement towards what is known as value-based 
insurance design which is a specific form of value purchasing de- 
sign to make it less expensive, for example, for people to get main- 
tenance drugs for a chronic condition, maybe even free, because it 
is actually cheaper to give them free medication than to have them 
not take the medicine because of a $3 copayment. There is a whole 
center at the University of Michigan that is helping States and pri- 
vate payers in that area. It is a very active area. 

Mr. Griffith. Obviously not easy answers. 

Mrs. Owcharenko. 

Ms. Owcharenko. Thank you. I think that it actually what has 
been said is ^eat, and what it shows is that Medicaid has seen 
kind of the failure of its past in trying to find ways to be more in- 
novative and in doing things in a more efficient way. But I would 
caution like in the State of Virginia that those reforms should take 
place and those results should come through before deciding wheth- 
er to now add a new expansion population into that making further 
the complexity of what reform is intended to achieve. 

Mr. Griffith. Particularly in light of the fact that the Federal 
Government is going to reduce the amount of money it gives back 
to the States for the expansion as time goes by. I do appreciate 
that. 

Mr. Weil, I also appreciate the fact that you are concerned about 
rural districts. I have a rural district, and while I like the idea of 
having multiple plans, if folks can’t get there it doesn’t do us any 
good. So I do appreciate all of your testimony this afternoon. 

And with that, Mr. Chairman, I yield back. 

Mr. Pitts. The chair thanks the gentleman. That concludes the 
questions from the members. Thank you very much, very inform- 
ative testimony today. There will be questions that members have 
that will be submitted to you in writing. We ask that you please 
respond promptly to those questions. 



71 


I remind members that they have 10 business days to submit 
questions for the record, and members should submit their ques- 
tions by the close of business on Monday, July 22nd. 

Without objection, the subcommittee is adjourned. 

[Whereupon, at 5:40 p.m., the committee was adjourned.] 
[Material submitted for inclusion in the record follows:] 

Prepared statement of Hon. Fred Upton 

Today’s hearing is the third in a series of subcommittee hearings on the current 
challenges facing Medicaid programs across the country. I want to thank Chairman 
Pitts for his leadership on this issue and want to welcome today’s witnesses. 

Through the Committee process, we can continue to have a valuable discussion 
about the strengths and weaknesses of the current Medicaid program. As we move 
toward reform, I hope we will continue to gather the most relevant and timely data 
and state input, and continue these important discussions with Medicaid stake- 
holders and patients. 

The Medicaid program is extremely complex and its operating structure and 
equally complex financing framework are often topics for reform. Many have said 
that if you see one Medicaid program, you still only know one Medicaid program — 
as every state is quite different. 

Before we move forward, we must understand not only who Medicaid is currently 
serving, but better appreciate how well Medicaid is doing in accomplishing its goals. 

Reform must ensure the path forward for a modern Medicaid program that is 
strong enough to face the challenging realities of scare federal and state resources. 
Reform must empower states and Medicaid stakeholders with the necessary flexi- 
bility to make Medicaid more than just a coverage program or card without access. 

Surprising to most, Medicaid today covers more Americans than any other govern- 
ment-run health care program, including Medicare. 

While Medicaid covered approximately four million people in its first year, there 
were more than 72 million individuals enrolled in the program at some point in Fis- 
cal Year 2012 — nearly 1 in 4 Americans. 

Those enrollment figures on their own, and their potential drain on the quality 
of care of the nation’s most vulnerable folks is cause for alarm. But once the presi- 
dent’s health care law is fully implemented, another 26 million more Americans 
could be added to this already strained safety net program. 

Medicaid enrollees today already face extensive difficulties finding a quality physi- 
cian because, on average, 30 percent of the nation’s doctors won’t see Medicaid pa- 
tients. Studies have shown that Medicaid enrollees are twice as likely to spend their 
day or night in an emergency room than their uninsured and insured counterparts. 

Instead of allowing state and local officials the flexibility to best administer Med- 
icaid to fit the needs of their own populations, improve care, and reduce costs, the 
federal government has created an extensive, “one-size fits-all” maze of federal man- 
dates and administrative requirements. 

With the federal debt at an all-time high, closing in on $17 trillion and states 
being hamstrung by their exploding budgets, the Medicaid program will be increas- 
ingly scrutinized over the next 10 years. 

Its future ability to provide coverage for the neediest kids, seniors, and disabled 
Americans will depend on its ability to compete with state spending for other prior- 
ities including education, transportation, public safety, and economic develop- 
ment.As I noted at the opening. Energy and Commerce Committee Republicans re- 
main committed to modernizing the Medicaid program so that it is protected for our 
poorest and sickest citizens. We will continue to fight for those citizens because we 
believe they are currently subjected to a broken system. 

The program needs true reform, and we can no longer tinker around the edges 
with policies that add on to the bureaucratic layers that decrease access, prohibit 
innovation, and fail to provide better health care for the poor. In May, Senator 
Hatch and I introduced Making Medicaid Work — a blueprint and menu of options 
for Medicaid reform that incorporated months of input from state partners and pol- 
icy experts from a wide range of ideological positions. My hope is that this morning’s 
hearing is the next step in discussing the need for reform so that we can come to- 
gether in finalizing policies that improve care for our most vulnerable citizens. 
Washington does not always know best — we have a lot to learn from our states and 
should better understand the challenges facing our current programs before we con- 
sider any expansion of the program. 



72 


Thank you, Mr. Chairman and I yield my remaining time to . 
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The American Academy of Pediatrics (AAP), a non-profit professional organization of 62,000 
primary care pediatricians, pediatric medical subspecialists, and pediatric surgical specialists 
dedicated to the health, safety, and well-being of infants, children adolescents, and young adults, 
appreciates this opportunity to provide a statement for the record for the Energy and Commerce 
Committee’s Subcommittee on Health hearing entitled “Making Medicaid Work for the Most 
Vulnerable.” This statement is divided into three areas focused on the importance of Medicaid to 
children, extending the Medicaid payment increase and renewing the federal government’s 
commitment to pediatric quality improvement in Medicaid and other insurance systems. 

Children are, by definition, a vulnerable population. Currently, pediatricians believe that poverty 
is the most important threat to US child health. More than one in five children lives below the 
federal poverty level (FPL) in the United States and almost one in two are poor or near poor. 
Thirty-four percent of Hispanic children in the US live in poverty. Thirty-nine percent of 
African-American children in the US live in poverty. 

The effects of poverty on children’s health and well-being are well documented. Poor children 
have increased infant mortality, higher rates of low birth weight and subsequent health and 
developmental problems, increased frequency and severity of chronic diseases such as asthma, 
greater food insecurity with poorer nutrition and growth, poorer access to quality health care, 
increased unintentional injury and mortality, poorer oral health, lower immunization rates, and 
increased rates of obesity and its complications. There is also increasing evidence that poverty in 
childhood creates a significant health biuden in adulthood that is independent of adult-level risk 
factors and is associated with low birth weight and increased exposure to toxic stress (causing 
structural alterations in the brain and long-term epigenetic changes). 

The consequences of poverty for child and adolescent well-being are perhaps even more critical 
than those for health. These are the consequences that may change life trajectories, lead to 
unproductive adult lives, and trap them in intergenerational poverty. Children growing up in 
poverty have poorer educational outcomes with poor academic achievement and lower rates of 
high school graduation; they have less positive social and emotional development which, in turn, 
often leads to life “trajectory altering events” such as early unprotected sex with increased teen 
pregnancy, drug and alcohol abuse, and increased criminal behavior as adolescents and adults; 
and they are more likely to be poor adults with low productivity and low earnings. 

The Tmnortance of Medicaid to Children 

Children are the poorest members of our society, a society that knows how to use policies and 
programs to raise its citizens out of poverty. Medicaid is one of the most important anti-poverty 
programs in US federal policy, efficiently financing the periodic needs of healthy children, and 
helping families avoid medical bankruptcy due to the costs of medically necessary health 
services. Because of the incredibly widespread and corrosive nature of pediatric poverty in the 
US, Medicaid should be strengthened for children, not undermined. 
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Medicaid is also structured to address the unique needs of the pediatric population. Children are 
not simply little adults. The health care needs of infants, children, and adolescents are 
sufficiently distinct from those of adults, such that a health care system designed around the 
needs of adults will not meet the needs of children. The number one cause of death in U.S, 
children is injury, not heart disease or cancer. Meanwhile, obesity among children is epidemic. 
Furthermore, children are uniquely dependent upon caregivers to detect medical problems, to 
access health Care, to translate the nature of their symptoms to clinicians, to receive 
recommendations for care, and to arrange for and monitor ongoing treatments. As infants and 
children are in constant stages of development, their capabilities, physiology, size, cognitive 
abilities. Judgment, and response to interventions constantly change and must be continuously 
monitored to insure that these changes are proceeding within an acceptable trajectory. Specific 
attention to the unique characteristics of children must and should frame all design and financing 
considerations for this segment of the population. 

Most children are healthy, so the epidemiology of disease is different in the pediatric population 
than in the adult population. Nevertheless, an important segment of children suffer from chronic 
conditions that affect their development and that require specific attention for generating, 
maintaining, and restoring age appropriate functioning. Children and youth with special health 
care needs constitute around 15% of the pediatric population but 40% of the pediatric “spend.” 
Specific consideration of the unique characteristics of children must and should frame all plans 
for the design and financing of health care services for this segment of the population. 

The economic, ethnic, and racial demographics of the pediatric population in the U.S. put 
children at risk of adverse outcomes due to existing health care disparities that must not be 
ignored. To account for these specific differences between children and adults, essential services 
for infants, children and adolescents must include not just preventive care but the full range of 
diagnostic, therapeutic, and ongoing counseling and monitoring not only of healthy children but 
also of those with developmental disorders, chronic conditions, behavioral, emotional and 
learning disabilities. 

Services that are medically necessary for children are thus different than those for adults. For 
children, medically necessary services include prevention, diagnosis, treatment, amelioration or 
palliation of physical, mental, behavioral, genetic or congenital conditions, injuries, or 
disabilities, and these services need to be age appropriate. Treatment interventions should be 
evidence-based, but since large scale randomized controlled trials jire significantly less plentiful 
for children than for adults, when that standard is lacking, observational studies, professional 
standards of care, or consensus of pediatric expert opinion must serve as acceptable substitutes. 
Medicaid’s Early and Periodic Screening, Diagnosis, and Treatment (EPSDT) benefit should 
serve as the standard of benefits for children, alongside Bright Futures’ well baby and well child 
periodicity schedule recommendations, in all health plans. Because EPSDT is an important 
cornerstone of the program, the benefit package for children in Medicaid is the gold standard of 
care for children. 
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It is a national tragedy that not every child in the US has quality health insurance. Research has 
consistently shown the important role that health care coverage plays in children's access to and 
use of health care services and their attainment of positive health outcomes. Medicaid is a vital 
component of the American health and social safety net, particularly for low-income children 
and children with special health care needs. The entitlement to Medicaid must be protected to 
ensure the health and well-being of millions of children. 

The AAP recognizes the achievements of the Medicaid program in improving access to health 
care services for children. The Medicaid program provides documented improvement in health 
care access, preventive visits, and a usual source of care, resulting in improvement in health care 
outcomes and the overall health status of children. Arguments to the effect that being covered by 
Medicaid is worse than having no insurance are not accurate. Pediatricians also know that the 
U.S. health system continues to shed employer-sponsored insurance, and in particular, dependent 
coverage under such insurance. 

Although the percentage of U.S. children with private employer-sponsored health insurance 
decreased from 66.2% to 53.0% from 1997-2011, the proportion covered by public insurance, 
including Medicaid and the Children’s Health Insurance Program (CHIP), increased from 21.4% 
to 42.0% so that the total percent of uninsured U.S. children decreased from 13.9% to 6.6% at a 
time when uninsurance rates among adults were increasing. 

Moreover, the reductions in uninsurance were concentrated among the target population of 
children in families at or below 200% of the federal poverty level. The percentage of those 
covered by employer-sponsored insurance in that group fell from 34.4% to 24.9%, while the 
percentage of those on Medicaid or CHIP increased from 41 .3% to 60.4%, so that the 
uninsurance rate among these children decreased from 24.6% to 1 5.3% over this period. 

Medicaid works for children, but it also works for pediatricians. The AAP and its members have 
made a strong commitment to the Medicaid program. In general, pediatricians serve more 
Medicaid patients than do other primary care physicians. On average, 30% of a pediatrician's 
patients are covered by Medicaid, illustrating the commitment of pediatricians to ensure that 
Medicaid-insured children have access to a medical home. 

Because parental insurance is a predictor of children's insurance status, a state’s decision to 
forego federal funding for Medicaid enrollment for eligible adults will have a predictable 
negative effect on children's coverage. The Academy urges states to expand their Medicaid 
programs because strong evidence suggests that children’s health outcomes improve as their 
parents gain insurance. In addition, many children now covered by Medicaid lose health 
insurance as they become young adults. How states choose to respond to the opportunity 
afforded by the Affordable Care Act (ACA) to participate in the adult Medicaid expansion can 
have a great impact on many pediatric patients. Even so-called “childless adults” deserve the 
dignity and security of quality health insurance, and the Academy has adopted policy noting that 
health care is a right for everyone. The Academy plans an outreach and enrollment campaign to 


Page 4 of 7 



77 


American Academy of Pediatrics 
Statement for the Record 
House Energy & Commerce Subcommittee on Health 
Hearing: “Making Medicaid Work for the Most Vulnerable” 

July 8, 2013 


raise awareness about new health insurance options for parents of children who visit 
pediatricians for back-to-school physicals and has pledged to work in other ways to educate the 
public about their new rights under established law. 

Major program reforms are under consideration even as Medicaid expansion is being adopted by 
more states. Federal legislators have publicly discussed allowing states more flexibility in 
changing Medicaid rules and regulations without waivers, altering eligibility requirements, 
cutting benefits to optional Medicaid eligibility groups, implementing cost sharing, and offering 
capped funding allotments or block grants for acute and long-term care. Although children 
through 20 years of age represent 54% of all Medicaid enrollees, they account for only 23.5% of 
all Medicaid expenditures. 

Consequently, state and federal cost-containment strategies targeting children are not likely to 
yield significant savings and, in fact, may result in far greater state expenditures. Costs do not 
disappear when children are cut from or drop out of the Medicaid program as a result of cost- 
containment strategies. States may experience higher expenditures in areas such as primary care 
clinics in public health departments, increased utilization of emergency departments, and an 
increase in the number of preventable hospitalizations. Other costs, which are more difficult to 
quantify, such as school absences for children and missed work for parents when children are 
sick as well as the adverse consequences of delayed treatment, are also likely. The AAP, 
therefore, continues to maintain its strong support for the Medicaid program. Nevertheless, 
pediatricians know that the Medicaid program could be improved and would respectfully offer 
the recommendations contained in the attached Medicaid Policy Statement issued by the 
Academy on May 5, 2013. 


Medicaid Payment 

The ACA increased Medicaid payment rates for primary care services to at least 100 percent of 
Medicare rates for calendar years 2013 and 2014. This landmark Investment in improving access 
to care for children in the Medicaid program should serve as an important indicator of the federal 
government’s recognition that payment rates in Medicaid have been subpetr. The AAP strongly 
believes that Congress should make federal support for these payment rates permanent, extend 
the increase to all pediatric codes, and extend the provision to all pediatricians, including all 
pediatric subspecialists. 

For decades, the Academy has fought to ensure that meaningful access to health services is 
available to children in the Medicaid program. Prior to 2013, Medicaid rates averaged below 70 
percent of Medicare rates for primary care services and were simply insufficient to cover the 
costs of providing care. For many services and in many states, payment was even lower. 

Pediatricians and other health care providers need to be focused on treating and caring for our 
children, not distracted by the inadequacy of payment rates. Nationally, pediatricians provide a 
majority of all office visits (65.7 percent) to children on Medicaid. Without consistent payments. 
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fewer physicians are able to participate in Medieaid, threatening children’s access to quality 
health care. 

While the change to improve payments has been delayed in many states, it has been reported that 
at least 42 states will be providing the payment increase in their fee for service programs by the 
end of this month and that only ten states do not have an approved Medicaid managed care 
methodology. Additionally, the AAP’s chart noting how to apply for the increase has been 
downloaded more than 12,000 times. There is clearly deep interest in making this program 
work. 

The Academy strongly believes that appropriate payment rates are needed to provide real access 
to care. Ultimately, children will lose if Congress fails to address low payment rates under 
Medicaid. There is solid evidence that appropriate payment to pediatricians will result in children 
having better access to comprehensive health services in a medical home. 

Quality 

The Academy applauds Congress’ continuing Bipartisan focus on improving the quality of care 
in the Medicare, Medicaid, and CHIP programs. In particular, the AAP noted with deep interest, 
pages 15-16 of Chairman Upton’s “Making Medicaid Work,’’ which argues for more 
standardized reporting on quality within Medicaid programs. Congress and the American people 
deserve to know what their tax dollars are buying and thus, we would urge that the 
Subcommittee, full Committee, and Congress require or incentivize a uniform level of quality 
reporting in Medicaid. 

Building on the commitment to improve quality of care in Medicaid and CHIP found in 
CHIPRA’s Title IV, the Academy has worked with other organizations (the American College of 
Obstetricians and Gynecologists, the March of Dimes, the Children’s Hospitals Association, 
Nemours, the National Partnership for Women and Families, and the National Institute to 
Improve Child Health Quality) to produce an agreement regarding a renewed federal focus on 
maternal and child health quality. 

Title IV of CHIPRA created important initiatives to advance the quality of care for children and 
pregnant women. By enacting Title IV, Congress provided critical direction and funding to 
address the inequity created by Medicare driving quality improvement that focuses primarily on 
seniors. As a result of Title IV, virtually every state Medicaid program is now engaged in 
pediatric and maternity quality improvement efforts, and a number are engaged in projects 
involving the private sector as well. In just a few short years, CHIPRA’s quality provisions have 
set in motion significant changes in both pediatric and maternity care that should be sustained 
and enhanced. 

These organizations’ joint recommendations to improve CHIPRA’s impact on quality follow: 

1) Extend the authority and funding provided under section 401(i) beyond fiscal year 2013. 
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2) Continue funding for the Centers of Exeellence program and encourage the development, 
implementation and stewardship of measures that can be used at the state, hospital, 
practice and/or plan level. 

3) Expand efforts to spread the use of the CHIPRA and Medicaid core set of measures and 
other measures developed through the Pediatric Quality Measures Program across 
different health care delivery and coverage systems. 

4) In consultation with the states and relevant medical provider organizations, within one 
year of the provisions’ extension develop a plan to require states to report on the full 
complement of pediatric core set measures within five years of the provisions’ extension, 
and provide enhanced federal funding and technical assistance to states for these 
activities. 

5) Continue the authority and current funding level for Section 401(d), the demonstration 
projects program that allow states and providers to spread successful quality 
improvement practices for children, and extend its efforts to examine perinatal care. 

6) Modify the electronic health records program to include CHIP in case mix calculations 
that allow for incentive payments under the HITECH Act. 

Title IV of CHIPRA has achieved remarkable results in the few short years since its passage. We 
commend you once again for your vision and leadership in establishing these landmark 
provisions and urge your attention to maternal and pediatric quality improvement as discussions 
on how to solve the Medicare Sustainable Growth Rate formula move forward. If Medicare 
includes a quality improvement component to justify continued payment rates and children and 
pregnant women are excluded due to the nature of the Medicare program, a parallel system for 
children and pregnant women is strongly justified. It would be a missed opportunity to exclude 
children and pregnant women yet again simply because of the nature of Titles XVIII, XIX and 
XXI of the Social Security Act. 

We appreciate your willingness to consider the recommendations of the American Academy of 
Pediatrics and look forward to working with you to continue these important efforts to improve 
the health of the Medicaid program, and ultimately the health of children. 
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Medicaid insures 39% of the children in the United States. This revision 
of the 2005 Medicaid Policy Statement of the American Academy of Pe- 
diatrics reflects opportunities for changes in state Medicaid programs 
resulting from the 2010 Patient Protection and Affordable Care Act as 
upheld in 2012 by the Supreme Court. Policy recommendations focus 
on the areas of benefit coverage, financing and payment, eligibility, out- 
reach and enrollment, managed care, and quality improvement. Pe- 
diatrics 2015;131;1-10 


HISTORY OF MEDICAID PROGRAM 

The Medicaid program was enacted in 1965 as Title XIX of the Social 
Security Act with funding streams derived from both federal and state 
governments. All states have participated in this voluntary program 
since Arizona joined in 1982. Federal law designates which groups of 
people must be eligible for Medicaid enrollment and what core medical 
benefits must be provided. Each state may then expand eligibility 
criteria, enhance benefits, contract with managed care organizations 
(MCOs) to administer the Medicaid program, and apply for waivers to 
develop specialized programs for particular populations. For instance, 
states have had the option to enrol! children whose families have an 
income at or below 200% of the federal poverty level (FPL) in Medicaid, 
although only 6 states had chosen to do so by 1997 when the State 
Children’s Health Insurance Program (CHIP) was enacted by Congress 
as Title XXI of the Social Security Act 

By 2009, total Medicaid enrollment had grown to include 34.2 million 
infants, children, and adolescents younger than 21 years, Medicaid 
provided benefits to 39% of the US pediatric population and covered 
48% of all births. In 2009, Medicaid payments to providers for all age 
groups had expanded to $326.0 billion.* Although children younger 
than 21 years represented 53% of ail Medicaid enrollees, they 


•Tfiese figures differ from the Medica>d data orcivded by the Centers for Medicare and 
Medicaid Services (CMS) Office of the Actuary' for several reasons The higher CMS estimate 
of total Meaicaid costs for fiscal year 2009 of S3806 binion includes nonprovifler expenses 
such as diS5M“oportiontrte share hospital payments, admmisTration costs, the Vaccines for 
Children Program, and other adjustments. Calculated costs per participant also d ffer for 3 
reasons: (1) CMS uses estimated ■personyea’- equivalents'' (bO.l million) for fiscal year 
2009 rattier than ' ever participants" (62.S million unique participants covered by Medicaid 
for at least l month) as the basis for the calculation. (2) the AAP considers ! 9 and 20-year- 
oid participants to be children, whereas CMS considers them to be adults: and (3) CMS 
segregates both chilcfren and adults who are blind and/or disabled mto a separate 
"disabied" c^gory. 
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accounted for only 29 % of ail Medicaid 
provider payments. In 2009 , Medicaid 
expenditures averaged $26vW per child 
younger than 21 years compared with 
$6459 per adult between the ages of 21 
and 64 years and $11812 per senior 
citizen 65 years or older- 
Except for a few special programs (eg, 
family planning services, American 
Indian/Aiaskan Native populations, ad- 
ministrative costs), tbe federal govern- 
ment funds a different proportion of 
each state’s Medicaid budget.' This 
federal medical assistance percentage 
(FMAP) for each state is based on 
a formula that relates the 3-year roliing 
average per capita income in the state 
to that for the entire United States. By 
law, the minimum and maximum FMAPs 
are 50% and 83%, respectively.-^ Before 
the passage of the 2009 American Re- 
covery and Reinvestment Act (ARRA: Pub 
L No. 111-5), the FMAP varied acnoss 
states from 50% to 76%. Under ARRA 
and other FMAP "extension legislation" 
(Education, Jobs, and Medicaid Assis- 
tance Act of 2010 [Pub L No, 111-226]), 
FMAPs temporarily Increased through 
June 2011 (eg, to a range of 62%-85% 
in the second quarter of fiscal year 
2010). These enhanced FMAPs tran- 
siently decreased state Medicaid 
expenditures for fiscal year 2009 
through fiscal year 2011. However, with 
the sunset of ARRA FMAP legislation and 
more Medicaid beneficiaries due to 
continued poor economic conditions 
and other factors, state Medicaid costs 
increased sharply in fiscal year 2012 
and are expected to continue to climb 
through fiscal year 2019,’' 


'Bfigmning in 2020, ths federal government will 
still fund 90% of the aclditinna! costs associated 
v/ith newly eligible oarticiperts under the ACA If 
tbe ACA Medicaid expansion were to be adorned by 
all states, tbe Congressional Budget Otfion bad 
estimated that tbe total inoreased cost of tbe 
Medicaid program attnputaoie to Medicaid ex 
pansion from 2014 tii 2019 would Pe SoSA cniion 
dollars, of which $500 billion, or 89%. would have 
been funded by the federal govern, ment^ 


IMPACT OF THE ACA AND THE 2612 
SUPREME COURT DECISION ON 
THE MEDICAID PROGRAM 

Passage of the Patient Protection and 
Affordable Care Act (ACA)t in 2010‘' 
profoundly changed the Medicaid pro- 
gram through its expansion of Med- 
icaid eligibility to ail legal residents 
younger than 65 years with individual 
or family incomes at or below 138% 
of the FPL.i< Hence, the ACA not only 
added a large population of adults 
(ages 19 through 64) who became 
newly eligible for Medicaid, but in 
many states, the expansion also in- 
creased the number of eligible chil- 
dren (through age 18) by mandating 
a higher minimum income eligibility." 
The ACA directed the federal govern- 
ment to fund Medicaid expansion in 
full through 2016 and then at lower 
but still significant levels thereafter 
(tapering to 90% funding by 2020). The 
landmark Supreme Court decision 
upheld the constitutionality of the ACA 


'Encompassing tbe Patient Protection and Afford- 
able Care Act ano tbe amendment law associated 
with that art. the Health Care and Education Rec- 
onciliation Act (Pub L No. 111-152). 

■'Ihe ACA established a new national floor of 
Medicaid coverage at iS3% of the fPL with 
a standard 5% of rncome disregard that consti- 
tuted part of a simplified modified adjusted gross 
iocome calculation designed to harmonize means- 
tested eligibility (Medicaid disregards the first 5% 
of one’s income before calculating the proportion 
to the fPU. The ACA had mandated a minimum 
income level for Medicaid eligibility at !38% of the 
rPl beginning in 2014. 

*‘The number of cbildren newly eligible far Med- 
icaid In a given state as a result of the change in 
qualifying fPL will depend on that state's current 
choice of percentage of FPL as the e'igibility cri- 
terion for Medicaid for older children as weil as 
that state’s implementation of and enrollment 
wrthin CHIP. There are currently 2.8 million chii- 
d-en below 138% of the FPL who are not currently 
m.surcd by Medicaid or by CHIP, in addihon, an 
unKnowT. number of rttlldrei with family incomes 
between 100% and 138% of Use FPL who are cur- 
rently insured by CHIP would roliover to Medicaid 
coverage and about 4.3 million children with 
family incomes between I00%ard 138% of the FPL 
who are now covered by p-’vvate insurance would 
prtiastiaiiy be eligible for Medicad. 


with respect to the contested "in- 
dividual mandate" for every American 
to obtain health insurance by a 5 to 
4 margin,-'’ However, the Court also 
struck down as unconstitutional an 
enforcement provision of the ACA that 
would have allowed the Department of 
Health and Human Services (DHHS) to 
withhold all federal Medicaid funding 
from states that declined to partici- 
pate in Medicaid expansion. By a 7 to 
2 majority, the Court ruled that this 
provision constituted undue coercion 
on states by the federal government; 
in a remedy, however, the Court up- 
held the constitutionality of the Med- 
icaid expansion as an individual state 
option. 

Legal scholars generally agree that the 
narrowly written Court decision did 
not invalidate other changes made by 
the ACA to the Medicaid program that 
pertained to existing populations,’’ 
The constitutionality of 5 provisions in 
particular has special importance for 
the pediatric population. First, Section 
2001(b) of the ACA imposes a "main- 
tenance of effort” (MOE) requirement 
that disallows states from restricting 
eligibility or reducing bpneflts for 
current child Medicaid beneficiaries 
until 2019, Second, Section 2001(a) (5) 
(b) expanded Medicaid eligibility for 
children under 19 by raising the mini- 
mum qualifying family income level to 
138% of the FPL. Third, the ACA re- 
quired states to improve outreach to 
and simplify enrollment of any person 
currently eligible for Medicaid.” 

Many children now covered by Medi caid 
lose health insurance as they become 
young adults, so that how states choose 
to respond to the opportunity afforded 
by the ACA to participate m the adult 
Medicaid expansion can have a great 
impact on many pediatric patients, it is 
likely that additional negotiations will 
ensue in the future between the sec- 
retary of the federal DHHS and state 
Medicaid agencies that have initially 
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Signaled reluctance to pursue fuii-scale 
Medicaid expansion.^ 

This revision of the American Academy 
of Pediatrics (AAP) Medicaid Policy 
Statement advocates for the provision 
and funding of children's services in 
the Medicaid program and highlights 
changes in or new opportunities for 
state advocacy efforts as a result of 
the passage of the ACA and the 2012 
Supreme Court decision. 

The AAP continues to voice strong 
support for the Medicaid program and 
over the years has offered a continu- 
ing series of recommendations aimed 
at enhancing care and improving 
outcomes for children.’ in particular, 
the AAP has long advocated innovative 
approaches to care (such as pediatric 
medical homes) that atm to achieve 
better health outcomes while re- 
ducing costs of care. The AAP stands 
ready to support newer population 
health-based programs (eg, Medicaid 
accountable care organizations) that 
seek to attain those same objectives. 
AAP members have been integral pro- 
viders in both regular Medicaid and in 
state-specific Medicaid waiver pro- 
grams and consequently have working 
experience with reform efforts of 
varying success. 

BENEFITS AND MEDICAL HOME 

Beyond a core set of mandated ben- 
efits, federal guidelines provide states 
with wide discretion in benefit design. 
The AAP recommends that all slate 
Medicaid agencies; 

1. Provide all children at a minimum 
the Early and Periodic Screening, 
Diagnosis, and Treatment (EPSOf) 
benefit and all other mandatory 
and optionai benefits as outlined 
in the AAP statement "Scope of 
Health Care Benefits for Children 
from Birth Through Age 26.”* En- 
sure that the medical necessity 
definitions used by each state for 


purposes of justifying medical ser- 
vices covered by Medicaid payment 
are consistent with the EPSDT pol- 
icy. Furthermore, each state's pro- 
cess for determining medical 
necessity should rely on the ex- 
pertise of pediatricians, pediatric 
medical subspecialists, and pediat- 
ric surgical specialists. Ensure that 
in the process of making decisions 
on the basis of medical necessity, 
the medical, behavioral health, and 
developmental care needs of the 
child are fully considered and that 
appropriate comprehensive bene- 
fits are available to address the full 
range of these needs.® 

Develop appropriate benefits that 
address the needs of pregnant wo- 
men. Pregnant women should be 
afforded the ftiil range of maternity 
care (preconception, prenatal, la- 
bor. delivery, and postpartum) rec- 
ommended in the Guidelines for 
Perinatal Care issued Jointly by the 
American College of Obstetricians 
and Gynecologists and the American 
Academy of Pediatrics. Detail the 
full scope of pediatric Medicaid 
benefits in consumer brochures, 
on Web sites, and, most importantly, 
in state plan documents and man- 
aged care contracts. State agencies 
should provide a clear comparison 
of pediatric Medicaid benefits and 
networks among managed care plans 
so that families can choose a plan 
that is most appropriate for the 
needs of their child(ren) 

2. Provide pharmacy benefits appro- 
priate for children and broad 
enough to pay for medicines and 
specialized nutritional products re- 
quired for children with special 
health care needs and for children 
with rare diseases. State Medicaid 
Pharmacy and Therapeutics com- 
mittees should populate and oper- 
ate a pediatric formulary with the 
recognition that less expensive 


(usually generic) drugs may not 
be as effective as alternative but 
more costly (usually brand name) 
drugs of the same class in all 
patients under all circumstances. 
Pharmacy benefits should acknowl- 
edge that many medications are 
appropriately prescribed to chil- 
dren in the absence of a pediatric 
label indication or dosing infor- 
mation, Optimally, states should 
mandate that all Medicaid MCOs 
operating in the state adopt the 
same state pediatric Medicaid for- 
mulary to ensure continuous and 
consistent treatment of patients 
(especially those with special health 
care needs or rare diseases) be- 
cause they often transition between 
Medicaid insurers. 

3, Ensure that all children have timely 
access to appropriate services from 
those qualified pediatric medical 
subspecialists and pediatric surgi- 
cal specialists who are needed to 
optimize Their health and well-being. 

4, Ensure that Medicaid provider net- 
works are sufficient to guarantee 
that children who transition from pe- 
diatric to adult care providers do not 
experience disruption in services. 

5, Adopt periodicity schedules as de- 
fined in the AAP guidelines.''® Immu- 
nization schedules should also be 
consistent with national guidelines 
as periodically revised by the Advi- 
sory Committee on Immunization 
Practices of the Centers for Dis- 
ease Control and Prevention, the 
American Academy of Pediatrics, 
and the American Academy of Fam- 
ily Physicians," 

New or continuing efforts in which the 
AAP and its members can participate 
that can result m enhanced benefits 
for children enrolled in Medicaid 
programs include the following: 

1, Develop and then facilitate the 
implementation of a working pedi- 
atric medical home model that 
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incorporates Bright futures guide- 
lines'^ and treatment services as 
codified in EPSDT. 

2. Work with Medicaid and private in- 
surance companies to standardize 
parameters for the medical home 
concept.''^ ''' The wide variation in 
both panel size and family demo- 
graphics encountered across pedi- 
atric practices suggests that a 
variety of models may be needed. 

3. Develop and direct a program that 
educates parents, patients, and 
physicians about the advantages 
of a pediatric medical home.'^ 

4. Partner with AAP state chapters, 
other pediatric health care pro- 
viders, and families with children 
who are Medicaid beneficiaries to 
monitor and recommend improve- 
ments to state Medicaid programs 
and to the Centers for Medicare 
and Medicaid Services (CMS). 

5. Assist parents, patients, and physi- 
cians to understand the full scope 
of Medicaid benefits. 

FINANCING AND PAYMENT 

Medicaid fee schedules and capitated 
payments to primary care and sub- 
speciaity providers are significantly 
lower than payments for comparable 
services from Medicare and private 
insurance companies. Low Medicaid 
payment is the primary reason that 
physicians limit participation in the 
program with resulting barriers to 
patient access for primary care and 
subspeciaity health care services.’**"^- 
Even at academic medical centers that 
serve as "safety nets" for uninsured 
or underinsured patients, reduced ac- 
cess may be reflected by significantly 
longer wait times for subspeciaity 
care.^-’^ Hence, the initial intent of Title 
XiX to provide truly equal access to 
quality primary and subspecialty care 
has not been fulfilled. Other documen- 
ted reasons why providers decline or 


limit participation in Medicaid include 
delayed or unpredict^Ie payments, con- 
fusing or burdwisome payment policies 
and paperwoii(. and nonadherence to 
scheduled visits.’^-’*-^ 

Although the MOE provision in the ACA 
proscribes states from restricting 
their current Medicaid eligibility rules 
until 2019 for children, states may 
choose instead to reduce their ex- 
penses by limiting nonmandatory ser- 
vices for adults, trimming payments 
for services, revoking any higher 
payments to specific groups of physi- 
cians. and cutting hospital payments. 
States have voiced alarm that high 
unemployment rates and increasing 
numbers of families enrolled in Med- 
icaid will critically affect their budgets, 
in addition, as the US population ages, 
the growing number of seniors who 
become eligible for Medicare will also 
swell the ranks of seniors dually eli- 
gible for Medicaid coverage. The CMS 
Office of the Actuary has estimated that 
if each state fully implemented the ACA 
Medicaid expansion, state Medicaid 
expenditures would more than double 
over the decade from 2009 to 20 19, 
from $1323 billion to $313.5 billion.^'* 
To the extent that any state chooses to 
participate in the ACA Medicaid ex- 
pansion. it will be vital that federal 
and state governments not compro- 
mise necessary coverage for children 
nor fail to provide adequate payment 
for pediatric care. In addition, states 
must be cognizant that ACA discon- 
tinued federal disproportionate share 
hospital payments to all states, antic- 
ipating that Medicaid expansion to 
the adult population would provide 
replacement revenue for safety net 
hospitals. Hence, states that choose 
not to participate in Medicaid expan- 
sion may risk the viability of some 
safety net hospitals. 

In 2011, Medicaid payments for eval- 
uation and management services ac- 
ross ail states averaged ~64% of the 


Medicare rates and lagged even far- 
ther behind payments by private 
insurers.^ The ACA provides federal 
funding to Medicaid programs and 
state-financed Medicaid managed care 
plans to pay eligible physicians at 
Medicare rates for certain evaluation 
and management services, preventive 
care, and immunization administra- 
tion during 2015 and 2014 (but not 
subsequently), including well-child 
("checkup") codes {Current Procedural 
lerminology fCPT] codes 99381-99585; 
99391-99395). Payment at this level 
should be sustained beyond 2014 and 
expanded to include all Medicaid serv- 
ices. This will require intense federal 
and state-specific advocacy. 

The AAP proposes the following rec- 
ommendations for federal and/or state 
action: 

1. Ensure that Medicaid payments to 
providers for the goods and serv- 
ices involved in caring for chil- 
dren not only pay for the related 
work and practice expenses but 
also provide a sufficient return 
to make continued operation of 
a practice or facility economically 
feasible, in a broader context, 
payments should be sufficient to 
enroll enough providers and facil- 
ities so that, as required by fed- 
eral law, Medicaid patients have 
"equal access" to care and serv- 
ices as do nongovernmentally in- 
sured patients in that geographic 
region. Failure to provide this fair 
level of payment will lead to con- 
tinued early attrition of current 
pediatric providers as well as 
failure to attract physicians to 
pursue careers in primary or sub- 
specialty pediatric care. To achieve 
this aim. the AAP recommends the 
following: 

a. increase base Medicaid pay- 
ment rates for all CPT codes, 
including pediatric specific CPT 
codes (eg, well-child checkup. 
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counseling, and developmental 
assessment), to ai! providers to 
the 2012 or 2009 regional Medi- 
care fee schedule rate, which- 
ever is higher or m the case 
of preventive services without 
a Medicare payment, to a rate 
calculated by applying Medi- 
care fee schedule methodolo- 
gy to the published values of 
work, practice expense, and 
professional liability insurance 
relative value units adjusted 
for the geographic region. 
These payment rate principles 
should be made permanent 
(ie, extended beyond the 2014 
termination date) with the 
minimum level of payment 
per GPT code established as 
the greater of the 2012 Medi- 
care actual or calculated rale 
or the current year's rate. 

b. Establish a methodoiogyto pro- 
vide additional fair payment to 
a practice that recognizes the 
extra resources that might be 
invested on behalf of its Med- 
icaid patients to promote well- 
ness (eg, to pay for more 
vigorous outreach to increase 
participation rates with well- 
child checkups) and to provide 
care coordination of infants 
and children with complicated 
physical and/or mental health 
illnesses (eg, to pay for care 
coordinators, social workers, 
extended office hours, home 
visitations, dental care, dura- 
ble medical equipment, etc). 
At present, fee-for-service pay- 
ments (even if increased to 
Medicare rates) and current 
Federally Qualified Health Cen- 
ter payments do not fully pay 
for these extra resources. 

c. Reward practices that meet or 
exceed AAP-approved prede- 
fined quality and performance 


metrics with incentive pay- 
ments.^® 

d. Require Medicaid managed care 
plans to determine payment 
based on the principles outlined 
in (a) and (b) so that pediatric 
providers and patient-centered 
medical home (PCMH) pro- 
grams are appropriately com- 
pensated. Similarly, require 
managed care plans to make 
providers eligible for addition- 
al incentive payments, as in 
(c). if. for instance, providers de- 
monstrate improved outcomes, 
reduction of total Medicaid 
costs, and robust efforts to 
transition children with spe- 
cial health care needs to adult 
care. Provide input to Medicaid 
managed care plans about 
possible designs and imple- 
mentations of sfructured incen- 
tive programs based on quality 
and performance parameters 
advocated by the AAR 

e. Explore the feasibility of adjust- 
ing fee-for-service or capitated 
payments to a provider on the 
basis of a risk-adjustment mech- 
anism that accounts for the ex- 
tra costs associated with caring 
for children with chronic condi- 
tions and other key pediatric di- 
agnoses among the children in 
the provider panel. 

f Establish a mechanism within 
state Medicaid agencies and 
Medicaid MCOs for rapid ad- 
justment of fee-for-service or 
capitated payments to pro- 
viders for recommended new 
vaccines and other new tech- 
nologies that rapidly achieve 
translation from clinical trials 
to standard clinical practice. 

g Require that paperwork in 
support of claims is not unduly 
burdensome and that clean 
claims are paid within 30 to 


45 days of submission, so that 
practices can meet their cash 
flow obligations. 

2. Oppose the conversion of Medic- 
aid financing to an annua! allot- 
ment or block grant programs 
with a fixed budget. Block grant 
proposals typically result m cost 
shifting from federal to state 
budgets and do not reduce overall 
health costs or improve quality of 
care. In fact, institution of block 
grants in combination with revo- 
cation of the MOE provision in ACA 
would likely restrict eligibility and 
reduce benefits for children to re- 
sult in the loss of the individual 
child’s guarantee to access Med- 
icaid services. Recently, the con- 
cept of using “per capita caps” 
to control Medicaid expenditures 
has resurfaced, but ultimately, 
this mechanism of funding poses 
the same risks for children as do 
block grants, 

3. Work with the AAP to study the 
feasibility of implementing pediatric- 
specific accounlable care organiza- 
tions through carefully structured 
demonstration projects.^^’™ 

4. Pay primary care physicians for be- 
havioral health services that physi- 
cians are qualified and competent 
to provide. Eliminate carve-outs for 
behavioral health coverage. 

5. Mandate that states perform an 
in-depth assessment of the fiscal 
viability of any health plan before 
contracting with that plan to ad- 
minister a Medicaid program and 
conduct annual audits to verify 
continued fiscal stability of the 
health plan. Require states that 
contract with MCOs to publish 
their physician payment methodol- 
ogies and rates for each child eli- 
gibility group on an annual basis. 

6. Advocate for federal and state 
agencies to partner with organiza- 
tions, such as the AAP, to educate 
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physicians about programmatic 
changes m Medicaid fee-for-service 
or managed care environments (eg. 
pay-for-performance and PCMH pro- 
grams). Physicians should under- 
stand the quality and cost control 
objectives of new initiatives and the 
linkage between fully documenting 
achievement of these goals and pay- 
ments to physician practices 

7. Pay for the administration of im- 
munizations (including multianti- 
gen vaccines) and for counseling 
using the current CPT code set. Pay- 
ments for vaccines should be at 
least 125% of the current Centers 
for Disease Control and Prevention 
private sector price list and pay- 
ment for immunization administra- 
tion should be, at minimum, 100% 
of the Medicare rate for each vac- 
cine administration CPT code. 

8. Ensure, wherever possible, the 
availability of at least 2 financially 
viable Medicaid MCOs in every re- 
gion to allow for patient choice. 
Requests for proposals for organ- 
izations to serve as Medicaid third- 
party administrators and the ensuing 
selection process should be fully 
transparent. 

9. Explore innovative methods to estab- 
lish trust funds to support graduate 
medical education specific to the 
provision of primary and subspe- 
cialty care for Medicaid participants 
that will help maintain a qualified 
pediatric provider workforce. 

10, Require Medicaid to provide full 
payment for trained interpreter 
services for patients with limited 
English proficiency. This will assist 
in thorough and accurate commu- 
nication between provider and 
participant, increased accuracy of 
diagnosis and more appropriate 
treatment plan, and increased par- 
ticipant understanding and adher- 
ence to treatment, thus avoiding 
adverse clinical consequences. 
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11. for observational care, urgent 
care, day medicine services, and 
necessary interhosprtai transport 
services, including transport of 
neonates from tertiary or quater- 
nary neonatal or pediatric intense 
care units to step-down convales- 
cent units. 

12. Implement policies and procedures 
to ensure equitable and prompt 
parent to providers and facilities 
for pediatric services rendered to 
Medicaid patients out of state 
States should wortA together and 
with the federal government to 
achieve uniform and seamless pro- 
cesses to pay for these services. 

13. Require all payers to report finan- 
cial data on an annual basis so 
that the medical loss ratios (the 
percentage of total funding that is 
spent on patient care functions) 
are clearly delineated and trans- 
parent to the publiC- 

14. Require states to develop clear 
and transparent rules and regula- 
tions related to ACA provisions for 
recovery audit contracting pro- 
cesses. Each state must ensure 
that physicians who are licensed 
and have practiced in the state 
supervise the work of certified 
professional coders with expe^ 
tise in pediatric primary and sub- 
specialty care. Key stakeholders, 
including physicians and the pub- 
lic. must have direct input in the 
process to avoid flawed statistical 
analysis. Payment errors due to 
both undercoding and overcodmg 
should be included in a final rec- 
onciliation report. A clear and fair 
appeals procedure that is accom- 
plished in a timely manner must 
be part of the formal recovery 
audit contracting process. 

EUGiBiLITY 

The AAP endorses the ACA-mandated 

expansion of Medicaid eligibility to 


include al! children who live in families 
with an income below 158% of FPL^ 
The AAP recommends that states im- 
plement the following additional mea- 
sures to facilitate enrollment of children 
eligible for Medicaid or CHIP benefits: 

1. Remove the 5-year waiting period 
for eligible children and/or pregnant 
women who are lawfully residing in 
the United States consistent with the 
provisions of the CHIP Reauthoriza- 
tion Act (Pub L No. 111-5). 

2. identify uninsured children who 
are not financially eligible for Med- 
icaid and if possible facilitate en- 
rolling them in CHIP 

3. Ensure that children who are 
moved by the state into a foster 
care program are tracked and im- 
mediately enrolled in and covered 
by Medicaid until age 21 using the 
Chafec option.* in 2014, if chosen 
by the foster child alumna, Medic- 
aid coverage becomes mandatory 
under the ACA until age 26, 

4. Ensure that newborn infants eligi- 
ble for Medicaid are assigned to a 
specific plan immediately after birth 
so that timely provision of services 
in the first few months of life is not 
impeded by anticipated difficulties 
in payments of claims. 

OUTREACH, ENROLLMENT, AND 
RETENTION 

The AAP recommends that states 
strengthen their outreach, enrollment, 
and retention efforts to enroll ail eli- 
gible uninsured children in Medicaid, 
CHIP, or exchange coverage. 


^for fiscal year 2012, tre I PL thresholds are $15 
4)5 for a Single adult and $31 309 for a family of 4, 
with the exr.epf(o?i of Alaska and Hawaii, wns.-e 
thresholds are 25% and 15% higher, respectively. 
'a Medicaid option, known as the Chofee option, 
al'ows stales to extend Medicaid to former foster 
children but only up to age 2 1 Currently, there are 
21 states that use the Chsfse option to provide 
health care coverage to former foster youth 
(Chafes foster Care inOcpendence Act of i999). 
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1. Use multiple sites and replicate 
other effective strategies as have 
been implemented in CHIP to max- 
imize and maintain enrollment of 
individuals eligible for Medicaid. 

2. Optimize coordination of Medicaid, 
CHIP, and exchange program out- 
reach through the use of stream- 
lined eitgibility determination, 
redetermmation and enrollment 
processes including the use of 
short and easily understood com- 
mon application forms, and ex- 
panded use of online enrollment. 
Once a child is enrolled, coverage 
should continue for 12 months. 

3. Consider using the medical home 
to enroll patients and provide a fair 
payment for the administrative ex- 
pense of this procedure. 

4. Adopt practices that result in a “no 
wrong doors’' approach to enroll- 
ment, All venues for Medicaid, CHIP, 
and exchange program enrollment 
should be able to evaluate an appli- 
cant's eligibility for any of these 
programs and to process the ap- 
propriate application, 

5. Advocate support for federal poli- 
cies to provide incentives to states 
to increase enrollment and reten- 
tion in Medicaid and to continue 
those incentives for CHIP programs. 

MANAGED CARE 

In recent years, fiscal and policy con- 
siderations have encouraged states to 
contract with MCOs to administer the 
Medicaid program. As of fiscal year 
2009, an estimated 61% of Medicaid 
beneficiaries 0 through 20 years of age 
were enrolled in a Medicaid health 
maintenance organization (HMO).^ The 
AAP recommends that all MCOs should 
adopt a pediatric medical home model 
for all children that adequately ad- 
dresses their needs, including those 
with special health care needs. Net- 
work adequacy should be determined 


by periodic evaluation of the number of 
Medicaid providers whose panels are 
open to alt new Medicaid patients.^ 
The AAP recommends that states adopt 
the following minimum set of practices 
and standards in their approach to 
Medicaid MCOs; 

1. Ensure that MCOs (these may be 
either HMOs or provider-sponsored 
networks) provide educational ma- 
terials to families that are culturally 
effective and written at literacy 
levels and in languages used by 
Medicaid recipients. The use of 
audiovisual aids should be en- 
couraged. 

2. Provide appropriate written, oral, 
and Web-based information and 
counseling to Medicaid eligible 
patients that allow informed pa- 
tient choice of MCO-based net- 
work options for primary care 
physicians, pediatric medical sub- 
specialists and pediatric surgical 
specialists, and pediatric hospital 
and ancillary services. 

3. Assign Medicaid participants to 
an MCO that allows retention of 
the patient's medical home. 

4. Recognize that pediatricians are 
primary care physicians who are 
eligible for pediatric patient as- 
signment in all default enrollment 
systems. 

5. Ensure that the provider network 
of all Medicaid MCOs contains the 
following components; 

a. Sufficient numbers of providers 
trained in primary care and 
subspeciaity pediatrics, as well 
as pediatric surgical specialists, 

b. Sufficient numbers of physicians 
and other licensed providers of 
oral health, mental health, de- 
velopmental, behavioral, and 
ajbstfflice-abuse services so that 
medically necessary services 
are accessible within a reason- 
able length of time. 


C- When possible, a minimum of t 
hospital that specializes in the 
care of children, 

d. Vendors of durable medical 
equipment and home health 
care agencies that have experi- 
ence caring for children, espe- 
cially those with special health 
care needs. 

6. License an MCO as a pediatric 
Medicaid provider only if its com- 
prehensive pediatric network can 
provide children with quality care 
across the full continuum of care 
and hold that MCO accountable. 

7 For Medicaid programs to be re- 
sponsive to the needs of both 
patients and providers, it is essen- 
tial that the programs be subject 
to either competition among at 
least 2 and when possible 3 MCOs 
in a region or to regulation that is 
regularly updated to reflect con- 
tinuing input from patients and 
providers, Provider service net- 
works (not-for-profit organizations 
created and governed by pro- 
viders) should be evaluated and 
approved on a level playing field 
with HMOs, 

8. Require that Medicaid administra- 
tive processes such as site visits 
and audits are simplified to mini- 
mize the burden for providers 
and office staff. Results of these 
processes should be available as 
a report card and transparent to 
prospective Medicaid enrollees, 

3. implement dedicated planning and 
oversight when MCOs contract for 
care delivery to children with spe- 
cial health care needs (including 
children with complex and/or rare 
diseases, children with behavioral/ 
mental health conditions, and fos- 
ter care children). 

10, Establish an All Payer Claims Da- 
tabase and require MCOs to partic- 
ipate fully in reporting encounter 
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data. This would allow health poi- 
icy analysts and researchers in 
government, academia, and the 
private sector to examine regional 
patterns of utilization, access to 
care, and quality of care and in- 
form efforts to construct "best 
practice" models of care. 

QUALITY IMPROVEMENT AND 
PROGRAM INTEGRITY 

The AAP recommends that, as appro- 
priate, CMS and the AAP, or state Med- 
icaid agencies and state AAP chapters, 
should work collaboratively to develop 
and/or enhance quality-improvement 
activities that can benefit alt children. 

1. CMS should encourage collabora- 
tion among the Agency for Health- 
care Research and Quality, the 
National Committee for Quality As- 
surance, the National Quality Forum, 
the AAP, and the CHIP Reauthonza- 
tion Act Pediatric Healthcare Quality 
Measures Centers of Excellence. 
These organizations can evaluate 
current quality and performance 
measures with a goal of recom- 
mending modifications or achieving 
consensus around new measures 
that pertain to pediatric patients, in- 
cluding children with special health 
care needs. These measures should 
align with the recommendations 
outlined in the AAP policy statement 
"Principles for the Development and 
Use of Quality Measures."^ 

2. States should require health plans 
to use the core set of pediatric 
quality improvement measures that 
were created as part of the CHIP 
Reauthorization Act. These mea- 
sures quantitate access to care, uti- 
lization of services, effectiveness of 
care, patient outcomes, and satisfac- 
tion of both patients and providers 
related to preventive, primary, acute, 
and chronic care for children. States 
should develop mechanisms for 
pudiic reporting of these measures 


that allow Medicaid beneficiaries 
to compare outcomes among 
MCOs. Consistent with federal stat- 
ute. states should require that all 
Medicaid programs provide access 
to quality primary and subspecialty 
pediatric care that is equal to that 
achieved through private payers 
("equal access” mandate). 

5. At a minimum, states should estab- 
lish Medicaid Advisory Committees 
w^ose membership includes pediat- 
ric primary care and subspecialty 
providers. These committees can 
advise state Medicaid agencies on 
issues related to the identificatiwi, 
implementation, and evaluation of 
quality measures and improvement 
programs as well as issues related 
to eligibility, enrollment, formulary, 
network adequacy, access, and med- 
ical necessity. To achieve maximal 
benefit, each state Medicaid agency 
should employ a physician with pe- 
diatric expertise who can continu- 
ously assist the agency with these 
issues as they relate to pediatrics. 

4. Federal and state agencies should 
work with the AAP to develop tools 
and measures to monitor potential 
changes in the quality of pediatric 
care and the outcomes of the pedi- 
atric population. These tools and 
measures will be helpful in evalu- 
ating the effect of PCMHs and the 
impact of reform on children with 
special health care needs 

5. States should assume central re- 
sponsibility for key administrative 
procedures that pertain to all Med- 
icaid providers. These procedures 
could include meaningful provider 
assessment, education (eg. fraud 
and abuse training), and creden- 
tialing activities that would apply 
for all payers within the Medicaid 
or CHIP programs 

6. States should report results of 
peer reviav and reviews of medi- 
cal records in a timely manner to 


providers, plans, and beneficiaries 
consistent with applicable federal 
and state laws related to confiden- 
tiality, peer review privilege, and 
care review privilege. 

7. States should monitor enrollment 
patterns and develop prospective 
means to assess reasons for 
changes in enrollment to ensure 
that MCOs do not encourage chil- 
dren With a high level of need to 
switch to other plans. 

8. Stales should provide timely, mean- 
ingful, linguistically and culturally 
appropriate summaries of quality 
and performance measure and pro- 
grams to beneficiaries to guide their 
choice of Medicaid plan. 

CONCLUSIONS 

8y 2019. if the ACA Medicaid expansion 
were to be implemented by all states, 
16 million additional individuals would 
gam insurance coverage through 
Medicaid and CHIP. Regardless of state 
variations in participation in the ACA 
Medicaid expansion, Medicaid will re- 
main as the largest single insurer of 
children.^o Additional legal proceed- 
ings and federal/state negotiations 
may clarify how OHHS will implement 
Medicaid expansion in the new adult 
population. In the meantime, the AAP 
supports state chapter advocacy ef- 
forts to expand Medicaid to the newly 
eligible population. Although AAP chap- 
ters might not take the lead in advo- 
cacy, they can provide pediatric 
expertise to coalition efforts and high- 
light the positive effects expansion will 
have on young adults. 

To date, governmental health policy on 
both state and federal levels has not 
adequately met the medical, behavioral, 
and developmental needs of children. 
The ACA has provided a framework to 
redress some of these deficiencies. The 
AAP, through its network of chapters, 
sections, committees, councils, and 
staff and in partnership with other 
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allied organizations, can collaborate 
with both federal and state agencies 
to monitor implementation of those 
aspects of the ACA that promise to 
enhance the care and outcwnes of 
children and young adults and perhaps 
suggest refinements for future regu- 
lations. Success in these endeavors will 
not only enhance the health and well- 
being of the children for whom pedia- 
tricians care but also wilt enrich our 
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CHAIRMAN RANKING MEMBER 

ONE HUNDRED THiRTEENTH CONGRESS 

Congress of tfie Wntteft states 

ftousc of J&epregettfat&tfi 
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July 29, 2013 


Ms, Nina Owcharenko 
Director 

Center for Health Policy Studies 
The Heritage Foundation 
2 1 4 Massachusetts Avenue, N. E. 

Washington, D,C, 20002 

Dear Ms. Owcharenko: 

Thank you for appearing before the Subcommiilee on Health on Monday, July 8, 2013, to testify 
at the hearing entitled “Making Medicaid Work for the Most Vulnerable.” 

Pursuant lo the Rules of the Committee on Energy and Commerce, the hearing record remains 
open for ten business days to pennit Members to submit additional questions for the retard, which are 
attached. The format of your responses lo these questions should be as follows: (!) the name of the 
Member whose question you are addressing, (2) the complete text of the question you are addressing in 
bold, and (3) your answer to that question in plain text. 

To facilitate the printing of the hearing record, please respond lo these questions by the close of 
business on Monday, August 12, 2013. Your responses should be mailed to Sydne Harwich, Legislative 
Clerk, Committee on Enei^ and Commerce, 2125 Rayburn House Office Building, Washington, D.C. 
205 1 5 and e-mailed in Word fonnat to Svdne.Hanvick@mail.housc.gov . 

Thank you again for your time and etTort preparing and delivering testimony before the 
Subcommittee. 


Health 

cc; The Honorable Frank Pallone, Jr., Ranking Member, Subcommittee on Health 


Sincerely, 




Attachment 
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Questions for the Record Responses 

Ms. Nina Owcharenko, The Heritage Foundation 

i he ti onora tili.' Mlt hact Huraes' 


i . Um teiwiiirsemfin «« <fcsic»tlfjg;B««te of pflia^ 

tw to *«|s« l^si^ How e«! the fedeitl 

Bitsaw po^'ider tiw m set at mmmm |Kevid« luj-m? 

The best solution to encourage provider buy-in is to fundamentally reform Medicaid by 
moving towards a defined contribution model where the government sets contribution 
level which could vary by category of eligibility and allows physicians to negotiate with 
the private insurers for participation. 


you arc aware, the ACA altcrriped to address Medicakl's low iviiabtuscnieii! tatC'. b;. 
otkang a shurt-iemi increase in paytnenls to prutsaty-oire physaeians. Do you know wi-c 
ie !.-c[Kmsiblc for paying for these increased rcimhursentent rates? Who vvouKi pay loi 
these tsKreased rales pa-s? 2015'' How wtU this inca^twed cwt «tTs%T future tmutini lest:> 
lor .Medicaid and sime budgets? Do you believe !hs‘se increased primary-care rales hiw 
increa-sed the number of piuticipating physiciares in the Metticaid ptstgratn? 


Federal taxpayers are responsible for funding the increased reimbursement rates included under 
the ACA. After 2015, when the additional federal funding ends, state would choose whether or 
not to maintain the higher payment levels. At the time of enactment, the Congressional Budget 
Office estimated the federal payments would be $8.3 billion between 2010-2019 while the Center 
for Medicare and Medicaid Services estimated the cost at $1 1 billion between 2010-2019. Of 
course if states were to maintain the higher payment level, states would have to budget for that 
increase. With delays in implementation, the impact of the provision is still unknown. 
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Questions for the Record Responses 

Ms. Nina Owcharenko, The Heritage Foundation 

I . ta » fwaji IstriBg « Mitttewe the .pwl wsutt it kt; 

«wth»l!i!i to l«i%e iht fcwefnaw^-^.m^rtMad mim wi Wlto* tor nwlipic 
Ifctlicw ptai w fc mattepiBcc, SiisfcW* m ie«l m .Flood*. «» **» to Iswe 

tiikeft .stepito do that. eais««eis,tt»f l»w3l-'fflfcwtt l»eiriM pclme* 
mm$, tlwl ' wy h* »o» than ■!*« 'm lim ..I*. il «. 

I«wi list to js-ovide diversity nf Mbfiaid Nneflciwiest 

Diversity of plan option would be a good idea especially in light of the diversity in 
Medicaid beneficiaries - children, pregnant women, the disabled, low income elderly, 
and in some cases also parents and childless adults. Moreover, it would allow plans to 
tailor benefit packages to better meet the unique needs and manage the care for enrollees. 


2. 1 lie Adtnini.sfraticin .seems focused on espanding Medicaid. Haw many people are 
Medicaid eligible and are not enrolled? Shouldn’l we be focused on gcitmg earc to those 
groups before we fociw on expanding Mediegtd? Additionally, this expansion of p8t!cn!,s 
will increa.se the paiieitt loail an the Medicaid system. Mas there been an influx in doctors, 
lidmri Medicaid? What vwl! this potiem surge <te f« the sy-sesrn ? 

Determining an exact figure of people who are Medicaid eligible but not enrolled is 
difficult. One study suggests that there are 4.5 million uninsured adults who Medicaid 
eligible but not enrolled (Kenney, et al, 2012) and another study found an estimated 5 
million uninsured children are Medicaid or CHIP eligible but not enrolled (Kenney, et al, 
2010 ). 

The priority should be to focus on improving the care for those currently enrolled in 
Medicaid before seeking out eligible-but-not-enrolled individuals and certainly before 
expanding eligibility to new groups. 

Physician participation in Medicaid has long been a challenge for the program. A recent 
study found that 1/3 physicians were not accepting new Medicaid patients and it is 
unclear whether the temporary boost in federal funding for primary care physicians in the 
ACA will change this trend. The increase in individuals dependent on Medicaid as well 
as the increase in the number of newly insured individuals as a result of the ACA may 
likely increase the demand for physician services. 

3. ; miicii h,ts this adimnistralion embraced experiments in Medicaid? 1 lorida cceiitl-, 

:to-5 ;hf;r waiver to roll out a statewide competitive managed care plan, hm it twK aimrs; 
two years to ohi.tin the waiver What ha.s Ixjen the experience of other states who applied 
far waivers, (tow was it mterjfclirig with CMS during Use process, and how li ne did it 
'.tkc lor C.'MS to jpprove the waiver? 

States have existing authority to experiment but some experimentation needs federal waiver 
approval and the process for obtaining a waiver can be laborious. While I am familiar with the 
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Questions for the Record Responses 

Ms. Nina Owcharenko, The Heritage Foundation 

Florida waiver and the basic parameters of the waiver process, I have not followed the waiver 
process for specific states. 


4. flic icccot Mafcaid puMi-tllcd id She New lliglaftd Jotatui of Mcdkinc 

sevPA-d to show that Mmii aitials an Medktiid did nsit have better hcalih ouicostes than 
individuals without health iiKarance. Hai'c you the stady arri wlial letstitis stouid 
we let>e fiotn it ■’ 

The recent Oregon Medicaid study offers new insight into the impact of Medicaid on 
patients. Heritage analysis by Kevin Dayaratna has also documented the quality of care 
issue facing Medicaid as does a March 201 1 opinion piece in The Wall Street Journal by 
Scott Gottlieb, MD. 

5, WImi refonns are nesdsd to help bvtiefieiiuies iraoMthin i4Tc-rM«lic4>d ;mJ into pfit ate 
sttsiiftKKc ’ % haf aar slit chailenftt fat bcncliciaries fate? 

Current beneficiaries face an outdated, one-size-fits-all program that is unable to meet the unique 
needs of enrollees. To help beneficiaries transition off Medicaid, there should be additional 
flexibility to adapt Medicaid benefit packages to more closely reflect private insurance, to allow 
more tailor benefits based on need and ability, and to better integrate private insurance options 
into Medicaid. 



!. 1 by rttchyi nitciof sniptxtpcr paymeni rate wmiateJ with eligibiby 

errors ;n MccJicasi wbkb over the 20 1 Q-2t> 1 2 penod ovei^cd $20 Biilwn omwalty 
t<i f MS. Tvvry dollar Ifss* hi crntriin soinctuse tSat cwtl4 iHMCfttiillj 

no! be 0 tnriy dtgiMe Medrcaid beneficiary, is .i aollar that is taken from out most 
vdner.iHecitiatis. With MedKaid entorlmcnt a: tner 70 million now and ! in4 
.Ainrricais cxpcrtcsJ to become a .\Wkaid heceficiar) as a result of $hc .-kCih. do yyva 
believe there are measures in place m ensure proper eligihilSy verilicaf ton? 

While some efforts are being pursued to ensure better eligibility verification, I 
have some concern with policies to streamline eligibility requirements within 
Medicaid. Such efforts may potentially save money, but may not be focused on 
vigorous verification. 

2 Wlwl iinpa*! <Jt» you iliii4 Uic Jciay ol the arralyyc; nKwdate reiwriiug rcquittttaer.'i 
ttiigirt have an die mttnlx'r vl ttHiHiifuab impivpcr!} enrolled in Medicatd? 

The delay of the employer mandate is yet another indication that the 
Administration is not ready for implementation. The challenges facing this new 
system go beyond employer reporting requirements which will likely result in 
people being improperly enrolled, rejected and displaced throughout the whole 
ACA coverage network. 
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FRED UPTON, MICHiGAN HENRY A. WAXMAN, CALIFORNIA 

CHAIRMAN RANKING MEMBER 
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2125 Raybusn House Bum ding 
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July 29, 2013 


Mr- Alan Weil 
Executive Director 

National Academy for State Health Policy 
1233 20th Street, N.W., Suite 303 
Washington, D.C. 20036 

Dear Mr, Weil: 

Thank you for appearing before the Subcommittee on Healtfi on Monday, July 8, 2013, to testily 
at the hearing entitled “Making Medicaid Work for the Most Vulnerable.” 

During the hearing, Mentbers asked you to provide additional information for the record, and 
those requests are attached. The format of your responses to these questions should be as follows: (1) the 
name of the Member whose question you are addressing, (2) the complete text of tlie question you are 
addressing in bold, and (3) your answer to that question in plain text. 

To facilitate the printing of the hearing record, please respond to these questions by the close of 
business on Monday, August 12, 2013. Your responses should be mailed to Sydne Harwich, Legislative 
Clerk, Committee on Energy and Commerce, 2125 Rayburn House OfsHce Building, Washington, D.C. 
205 1 5 and e-mailed in Word format to Svdne»Hanvick@mitil.house.gov . 

Tfiank you again for your time 
Subcommittee. 


cc: The Honorable Frank Pallone, Jr., 


and effort preparing and delivering testimony before the 
Sincerely, 


?.?A 


1 R. Pitts 
thainnan 

'Subcommittee on Health 



Ranking Member, Subcommittee on Health 


Attachment 
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August 12, 2013 

Ms. Sydne Harwick 
Legislative Clerk 

Committee on Energy and Commerce 
2125 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Ms. Harwick: 

As a follow-up to the July S"" hearing entitled ‘Making Medicaid Work for the 
Most Vulnerable’, please find an attached response to Congressman Michael 
Burgess’s question regarding the Center for Medicare and Medicaid Innovation 
and the use of multi-payer systems. 


Sincerely, 



Alan Weil, JD, MPP 
President 


10 Free Street, 2"“ Floor 
Portland, ME 04101 
Phone |207] 874-6524 
Fax [207] 874-6527 


info@nashp.ofg 

www.nashp.OTg 


1233 20“‘ Street, NW, Suite 303 
Washington, DC Zwib 
Phone [202] 903-0101 
Fax [202] 903-2790 
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Attachment- Response to The Honorable Michael Burgess 


The Honorable Michael Burgess 

During the hearing, you mentioned the Center for Medicare and Medicaid 
Innovation and the use of multi-payer systems. Would you provide a 
reference for that? What was the data that CMMI used to make that 
determination and how much money was forwarded in those grants? 

Information on the Centers for Medicare and Medicaid Innovation State 
Innovation Models (SIM) initiative can be found at; 

httD://www.cms.gov/apDs/media/Dress/factsheet.asD?Counter=4546&intNumPerPa 
ge= 1 0&checkDate=&checkKev=& srchT vpe= 1 &numDavs=3 5 00&srchOpt=0&src 

hData=&kevwordTvpe=All&chkNewsTvpe=6&intPage=&showAll=&pYear=&ve 

ar=&desc-&cboOrder=date 


According to information available on the CMMI website, the SIM initiative will 
provide nearly $300 million to 26 awardee states to “support the development and 
testing of state-based models for multi-payer payment and health care delivery 
system transformation with the aim of Improving health system performance for 
residents of participating states.” The majority ($250 million) of this funding will 
be provided to the six ‘Model Testing’ states (Arkansas, Maine, Massachusetts, 
Minnesota, Oregon, and Vermont) to implement State Health Care Innovation 
Plans over a 42-month span. 

The SIM awards were made competitively based upon applications submitted by 
the states. 


1 0 Free Street, 2”'* Floor 


1233 20* Street, NW, Suite 303 


Portland, ME 04101 
Phone [207] 874.6524 
Fax [207] 874-6527 


Washington, DC 20036 
Phone [202] 9034)101 
Fax [202] 903-2790 


info@nashp.org 

www.nashp.otg 
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July 29, 2013 

Mr. Tarren Bragdon 

Chief Executive Officer 

Foundation for Government Accountability 

1 5275 Collier Boulevard, Suite 201-279 

Naples, FL 341 19 


Dear Mr. Bragdon: 

Thank you for appearing before the Subcommitleeon Health on Monday, July 8,2013, to testify 
at the heating entitled ‘'Making Medicaid Work for the Most Vulnerable/’ 

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains 
open for ten business days to permit Members to submit additional questions for tlie record, which are 
attached. The format of your responses to these questions should be as follows: (I) the name of the 
Member whose question you arc addressing, (2) the complete text of the question you are addi^sing in 
bold, and (3) your answer to that question in plain text. 


To facilitate the priming of Uie hearing record, please respond to these questions by the close of 
business on Monday, August 12, 2013. Your responses should be mailed to Sydne Harwick, Legislative 
Clerk, Committee on Energy and Commerce, 2125 Rayburn House Office Building, Washington, D.C. 
205 1 5 and e-malled in Word format to SYdne.Harwick@roali.faou.se.itov . 

Thank you again for your lime and effort preparing and delivering testimony before the 
Subcommittee. 


Sincerely 




/ Joseph R. Pitts 
/ /chairman 
\^J Subcommittee on Health 


cc: The Honorable Frank Pallone, Jr., Ranking Member, Subcommittee on Health 


Attachment 
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Attachnicnt — ^Additjonal Questions for the Record 
The Honorable Michael Burgess 

1. You have been involved in analyzing Florida’s Medicaid Reform pilot over the past five 
years. A signature component of Florida’s Medicaid pilot is the opportunity for Medicaid 
beneficiaries to have a choice of managed care plans. How has this increased level of 
choice affected patient health and outcomes? How did this coii-sumer-driven approach to 
Medicaid affect patient access to providers? 

2. Low provider reimbursement rates in many states have led many providers to cease 
caring for Medicaid patients. How does the program address provider reimbuisemenl 
rates and maintain provider buy-in to the Medicaid program? How can the federal 
govenunent ensure provider rates are set at levels that encourage provider buy-in 

3. The Florida Medicaid reform plan was predicated on patient choice of health plans. 
However, recently we’ve seen plans, like Aetna and United Healthcare, decline to offer 
coverage in the individual and small group markets in California. How did the Florida 
Medicaid program ensure there were a sufficient number of plans to offer beneficiaries’ 
choice in plans? How would you ensure an adequate number of plans in rural regions? 

4. In a 20! 1 paper you published for Heritage, you state that if “Florida’s Reform Pilot were 
replicated nationwide... Medicaid programs could save up to $29 billion annually”. Do 
you believe Florida’s plan could be replicated and effective in all 50 states? What can 
other states learn from Florida’s Medicaid plan? 

The Honorable Gus Bilirakis 


1 . The current funding formula for Medicaid appears to create an incentive to hurt the most 
vulnerable of our population. Currently, Medicaid covers traditional populations such as 
tlie elderly, tlie disabled, and children while only paying 57% of the costs on average. But 
nnder expanded Medicaid in the ACA, new able-bodied childless adults are eligible with 
the federal government paying 1 00% of the bill in the first few years and later 90% of the 
co.st. Does this not create a perv'ersc incentive to target a healthier population rather than 
the truly needy? 

2. Under current law, the system seems to be rigged to maintain the status quo. If a state 
tries to reform their system to increase outcomes and reduce cost, they typically don’t see 
most of the savings. How can we transform the system to incentivize slates and allow 
them to a greater share of the savings? 

3. Some states have attached a work requirement as part of tlieir Medicaid program. Will 
you elaborate on this requirement, how does it work, and how has it aflected the state’s 
Medicaid program? 

4. In a recent hearing on Medicare benefit redesign, I asked the panel would it be 
worthwhile to have the government set an actuarial value and allow for multiple 
Medicare plans in the marketplace. With Medicaid, at least in Florida, we seem to have 
taken step.s to do that. Consumers may have 31 different benefit packages to choose 
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among, that may be more options than eonsumets have in the Health Exchanges. Is it a 
good idea to provide diversity of plan options to Medicaid beneficiaries? 

5. Before Florida created a state-wide managed Medicaid plan, it created a smaller 
demonstration program. Will you tell us what les,sons were learned in the demonstration 
plan? How does it serve as a mode! for the state? What were the patient outcome.s in the 
demonstration? 

6. The Administtation seems focused on expanding Medicaid, How many people are 
Medicaid eligible and are not enrolled? Shouldn’t we be focused on getting care to those 
groups before we focus on expanding Medicaid? Additionally, this expansion of patients 
will increase the patient load on the Medicaid system. Has there tseen an influx in doctors 
taking Medicaid? What will this patient surge do to the system? 

7. How much has this administration embraced experiments in Medicaid? Florida recently 
received their waiver to roll out a statewide competitive managed care plan, but it took 
almost two years to obtain the waiver. What has been the experience of other states who 
applied for waivers, how was it interacting with CMS during the process, and how long 
did it take for CMS to approve the waiver? 

8. Tlie recent Oregon Medicaid study published in the New England Journal of Medicine 
seemed to .show that individuals on Medicaid did not have better health outcomes than 
individuals without health insurance. Have you seen the study and what lessons should 
we take from it? 

9. What reforms are needed to help beneficiaries transition off of Medicaid and into private 
insurance? What are the challenges that beneficiaries face? 

The Honorable Renee Ellmers 

1 . lam cohcemed by the high rates of improper payment rates associated witli eligibility 
errors in Medicaid, which over the 2010-2012 period averaged $20 billion annually 
according to CMS. Every dollar that is spent in error on someone that could potentially 
not be a truly eligible Medicaid beneficiary, is a dollar that is taken from our most 
vulnerable citizens. With Medicaid enrollment at over 70 million now and 1 in 4 
Americans expected to become a Medicaid beneficiary as a result of the ACA, do you 
believe there are measures in place to ensure proper eligibility verification? 

2. What impact do you think the delay of the employer mandate reporting requirements 
might have on the number of individuals improperly enrolled in Medicaid? 
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I am Tarren Bragdon and serve as the President and CEO of the Foundation for Government 
Accountability. The Foundation is a ffee-market think tank specializing in health and welfare 
policy solutions and is based in Naples, Florida. Thank you for the opportunity to testify on this 
critical issue. 

Medicaid currently represents the single largest and fastest growing line item of state budgets.' 
Medicaid spending already represents one-fourth of the federal deficit and federal Medicaid 
spending is expected to more than double during the next decade.'^ This spending growth is 
nearly twice as fast as the expected growth in the economy.^ 

But more importantly, Medicaid is failing patients by keeping too many people poor and sick, 
and robbing them of the hope of a better life. States are currently debating whether or not to 
expand this broken Old Medicaid program, but that should not be the priority. The priority for 
states should be to make Medicaid finally work best for patients and taxpayers. 

Some states are leading the way. Flere are a few strategies that are working well for patients, 
providers, policymakers and taxpayers: 

1. Empowering Medicaid patients with meaningful choices. States such as Florida, Kansas 
and Louisiana have empowered Medicaid patients to choose the health plans that work best for 
them. In Florida, for example, patients can choose from up to 13 different health plans offering 
31 different and customized benefit packages.'' 

When given meaningful choices and adequate, objective information, Medicaid patients take 
more control over their health. In Florida’s Reform Pilot and in Louisiana’s Bayou Health, for 
example, independent choice counselors assist Medicaid patients in navigating the plan selection 
process, providing neutral comparisons based on patients' specific needs and concerns.*'* 

As a result, between 70 percent and 80 percent of patients in Florida’s Reform Pilot actively 
choose their health plan, compared to the 20 percent to 30 percent who let the state automatically 


’ Brian Sigritz, “State expenditure report: Examining fiscal 2010-2012 state spending,” National Association of 
State Budget Officers (2012), http://www.nasbo.org/sites/default/files/State%20Expenditure%20Report_l.pdf. 

^ Christina Hawley Anthony et al., “The budget and economic outlook: Fiscal year 2013 to 2023," Congressional 
Budget Office (2013), http://www.cbo.gov/sites/default/files/cbofiles/attachments/43907-BudgetOutlook.pdf. 

’ Ibid, 

■* Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.com/medicaid/medicaid_reform/pdf/FL_l 1 15_YR_6_FinaI_Annual_Report_07-01-l 1_06-30- 
12.pdf 

^ Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.com/medicaid/medicaid_refomi/pdf/Fl_l 1 15_yr_6_FinaI_annual_report_07-01-l l_06-30- 
12.pdf. 

* Medical Vendor Administration, “Request for proposals: Enrollment broker for Louisiana Medicaid coordinated 
care networks, RFP # 305PUR-DHHRFP,” Louisiana Department of Health and Hospitals (201 1), 
http://new.dhh.louisiana.gov/assets/docs/Making_Medicaid_Better/RequestsforProposals/enrollbroker/EB_RFP_FI 
NAL.pdf 
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assign them to a plan/ In Louisiana, approximately 70 percent of new Medicaid patients actively 
choose their health plan.* Choice counseling programs ensure patients are empowered not only 
with the ability to choose, but with the knowledge necessary to choose wisely. 

This active participation and plan selection illustrates that, when given the power to choose and 
the information necessary to make an educated decision, patients want to take more 
responsibility over their health future. In Kansas, for example, American Indians were allowed to 
opt out of the reforms that offered them a choice of multiple private plans and instead remain in 
traditional Old Medicaid. But since the reforms launched in January 2013, just 12 American 
Indians chose to opt out of the reforms and return to Old Medicaid.’ 

The competition among plans has resulted in those plans constantly striving to innovate, improve 
customer service and maximize the offered benefits and rewards. Costs for these reformed 
benefit packages have been substantially below spending for similar populations statewide.” 
Florida expects to save nearly $1 billion annually when the reforms are phased in statewide.’* 
This example highlights how states are able to deliver more choices to Medicaid patients and still 
save precious taxpayer dollars. 

These customized benefit packages are not only delivering greater choice, they are delivering 
better results as well. The plans offered in Florida’s Reform Pilot outperformed the traditional 
Old Medicaid program on 22 of 33 widely-tracked health outcomes.'^ Better yet, 94 percent of 
the Reform Pilot's regularly-tracked health performance measures have improved since 2008.*^ 
Implementing a robust Medicaid marketplace, where patients choose the health plan that works 
best for them, has increased access to needed care, improved health outcomes, provided patients 
with greater satisfaction with the quality of the care and service they receive, and lowered costs 
for taxpayers. 


^ Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.com/medicaid/medicaid_refonn/pdf/FI_l 1 15_yr_6_Final_annual_report_07-01-l 1 06-30- 
12.pdf. 

* Between January 2013 and May 2013, approximately 56,000 of the 82,000 newly eligible Bayou Health patients 
made pro-active choices about which health plan in which to enroll. See, e.g., Maximus, "New enrollment by 
Medicaid eligibility group and health plan,” Louisiana Department of Health and Hospitals (2013), 
http://dhh.Iouisiana.gov/index.cfin/page/ 1391. 

^ Division of Health Care Finance, “Quarterly report to CMS regarding operation of 1 1 15 waiver demonstration 
program: Quarter ending March 31, 2013,” Kansas Department of Health and Environment (2013), 
http://www.kancare.ks.gov/reports/KanCare_Quarterly_Report_QE_3_3 1_1 3 .pdf. 

Tarren Bragdon, “Florida's Medicaid reform shows the way to improve health, increase satisfaction and control 
costs,” Heritage Foundation (2011), http://www.medicaidcure.org/wp-content/uploads/2012/09/Medicaid-Cure- 
Floridas-Medicaid-Reform-PiloLpdf. 

" Ibid. 

Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 7, 2nd quarter progress report,” 
Florida Agency for Health Care Administration (2012), 

http://ahca,myflori da.com/medicaid/medicaid_reform/pdf/FI_1115_Q2_yr_7_report_10-l-2012_12-3I- 
2012 fmal.pdt 
’’ Ibid. 
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2. Integrating work with health outcomes. Kansas has created two unique employment- 
focused pilot programs that integrate work with health outcomes for individuals with 
developmental disabilities. The first pilot, which covers individuals receiving SSI who are on the 
waiting list to receive home and community-based services, provides assistance with obtaining 
employment and provides up to $1,500 per person per month in employment support services.*'' 
The second pilot focuses on youth and those who would likely meet the criteria for Social 
Security Disability but are not yet receiving it. These individuals receive employment assistance 
focused on jobs with employer-sponsored health coverage and receive wrap-around Medicaid 
services once enrolled in a work-related health plan.'* 

By integrating employment into Medicaid, KanCare can help these individuals gain opportunities 
to maintain and improve their skills, helping lead to long-term employment and productivity. 
Given the strong association between employment and better health, integrating employment 
services also helps to avoid the culture of poverty, poor health and social isolation stemming 
Irom lack of employment.'* 

3. Innovation through private plans. States have also been able to harness, through contracted 
private plans, irmovations which improve quality and reduce costs. By allowing health plans to 
offer customized and extra benefit packages, states can provide patients with benefits not 
typically covered by the traditional Old Medicaid program, but which have profound effects on 
health outcomes. In 2012, plan providers in Florida’s Reform Pilot offered 31 different benefit 
packages, with coverage for over-the-counter drugs, vision, preventive dental coverage, nutrition 
therapy and respite care included among the value-added extra benefits.” In Kansas, individuals 
can choose plans that offer additional dental benefits, smoking cessation programs, GED 
programs, Weight Watchers membership and Boys and Girls Clubs membership, among other 
benefits.'* Customized and enhanced benefit packages ensure that health plans are able to 
compete on value by tailoring their benefits to best meet the needs and desires of their patients. 

This customization is most evident for patients with very complicated health challenges. In 
Florida’s Reform Pilot, for example, these patients are offered specialty plans tailored to their 
unique needs. This includes plans developed specifically for medically fiagile children and plans 
customized to best manage HIV/AIDS.” Kansas offers programs that are specifically designed 


Division of Health Care Finance, “KanCare: Section 1115 demonstration waiver,” Kansas Department of Health 
and Environment (2013), 

http://www.kancare.ks.gov/download/KanCare_Section_1115_Demonstration_August_6_2012.pdf. 

Ibid. 

Ellie C. Hartman, “A literature review on the relationship between employment and health: How this relationship 
may influence managed long term care,” Wisconsin Department of Health Services (2008), 
http://www.dhs.wisconsin.gov/wipathways/ResearchDocs/litrevw.pdf. 

’’ Florida Agency for Healfli Care Administration, “Florida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.com/medicaid/medicaid_reform/pdf/Fl_l 1 1 5_yr_6_FinaI_Annual_Report_07-01“l I_06-30- 
12.pdf 

Division of Health Care Finance, “Medicaid for Kansas: Choosing a KanCare health plan,” Kansas Department of 
Health and Environment (2013), http://www.kancare.ks.gov/choosing_a_plan.htm. 

''Ibid. 
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to help manage complicated conditions such as HIV/AIDS and schizophrenia.^® Specialty plans 
ensure that patients with complicated health challenges can receive the unique care they deserve. 

Private plan innovation is not just occurring in plan customization. Private plans are also 
innovating wellness programs. These wellness programs adopt incentive structures that reward 
Medicaid patients for healthy behavior. Patients in Florida’s Reform Pilot plans can earn up to 
$125 per year for receiving certain preventive services, complying with maintenance and disease 
management programs, keeping appointments and engaging in other healthy behaviors.^' 
Individuals may then use these rewards to purchase over-the-counter items at participating 
pharmacies.^^ In Kansas, patients can choose plans that offer cash incentives for healthy 
behaviors, such as getting vaccinations, regular checkups and the like.^^ 

This kind of wellness program further encourages Medicaid patients to take control of their own 
health by offering financial incentives for engaging in healthy behaviors. Similar wellness 
rewards programs operate through contracted Medicaid managed care organizations in Arizona, 
Georgia, Illinois, Indiana, Kentucky, Louisiana, Massachusetts, Missouri, Mississippi, New 
Hampshire, Ohio, South Carolina, Texas, Washington and Wisconsin. 

In Ohio, for example, patients can earn up to $175 for preventive services and disease 
management. Pregnant mothers may earn up to $100 for completing regular prenatal visits and 
parents can earn another $100 for completing regular well-child visits. In South Carolina, parents 
can earn an extra $105 just for completing regular well-child visits. 


But not all programs are innovating. Here are a few things that are not working: 

1. Perverse funding formulas. Under the Patient Protection and Affordable Care Act, states that 
choose to expand Medicaid coverage will receive an enhanced matching rate for the new 
Medicaid population.^'* This population consists primarily of able-bodied adults without children 
and low-income parents.^^ The enhanced matching rate for the newly eligible population starts at 
100 percent in 2014 and then gradually reduces to 90 percent by 2020.^® 


20 

Division of Health Care Finance, “KanCare: More choices, better access, healthy patients,” Kansas Department 
of Health and Environment (2013), http://www.kancare.ks.gov/download/KanCare_ProPatient_ProTaxpayer.pdf. 


Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.com/medicaid/medicaid_refonn/pdf/FI_l 1 15_yr_6_FinaI_annual_report_07-01-l l_06-30- 
i2.pdf. 

^Ibid. 

Division of Health Care Finance, “Medicaid for Kansas: Choosing a KanCare health plan,” Kansas Department of 
Health and Environment (2013), http://www.kancare.ks.gov/choosing_a_plan.htm. 

^ 42 U.S.C. § 1396d(y). 

Genevieve M. Kenney et al., “Opting into the Medicaid expansion under the ACA: Who are the uninsured adults 
who could gain health insurance coverage?” Urban Institute (2012), http://www.urban.org/UploadedPDF/4l2630- 
opting-in-medicaid.pdf. 

^42 U.S.C. § 1396d(y). 
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The matching rate for currently eligible individuals, on the other hand, ranges from 50 percent to 
83 percent, with the federal government typically paying an average of 57 percent of Medicaid 
expenditures?’ This means that states will receive less federal support to provide services to the 
most vulnerable; those patients currently eligible for Medicaid, including the elderly, individuals 
with disabilities and children. This perverse funding formula provides states with incentives to 
cut services and benefits for the most vulnerable, giving preferential treatment to adults without 
any disabilities or dependent children. 

There are more than 5 1 1 ,000 individuals on waiting lists to receive home and community-based 
services through Medicaid.’* Those on waiting lists include individuals with intellectual 
disabilities, developmental disabilities, traumatic brain and spinal cord injuries, physical 
disabilities, mental health conditions and HIV/AIDS.” The Medicaid expansion’s perverse 
funding formula ensures these individuals will be kicked to the end of the line in order to provide 
coverage to able-bodied adults in the states that opt to expand. 

2. A too expansive, broken program. When broken Old Medicaid programs become too 
expansive, states often delay payments to doctors, hospitals and other providers in order to make 
ends meet. For example, Illinois owed doctors, hospitals and other medical providers more than 
$2 billion for unpaid Medicaid services at the end of fiscal year 2012.’® The average medical 
provider waited more than 5 months to receive reimbursement for their services, with some 
delays lasting eight months or more.”'” These reimbursement delays occurred despite federal 
law requiring states to pay 90 percent of Medicaid bills within 30 days and 99 percent within 90 
days.” 

Earlier this year in Maine, a coalition of 39 hospitals demanded $484 million for unpaid 
Medicaid bills dating back to 2009.^^ The hospitals went so far as to launch radio and newspaper 
advertisements to build public pressure on state policymakers to pay down the backlog of 
Medicaid bills. Of course, Maine expanded Medicaid eligibility to able-bodied adults without 


"M2U.S.C. § !396d(b). 

Kaiser Commission on Medicaid and the Uninsured, “Waiting lists for Medicaid section 1915(c) home and 
community-based service (HCBS) waivers,” Kaiser Family Foundation (2013), http://kff.org/medicaid/state- 
indicator/waiting-lists-for-hcbs-waivers-2010/. 

® Ibid. 

“ John Sinsheimer, “General obligation bonds. Series A and B of April 2013,” Illinois Governor’s Office of 
Management and Budget (201 3), http://www.state.il.us/budget/ILState02a-FIN.pdf. 

’’ Mallory Meyer et al., “State of Illinois budget summary: Fiscal year 2012,” Illinois Commission on Government 
Forecasting and Accountability (201 1 ), http://cgfa.ilga.gov/Upload/FY2012BudgetSummary.pdf. 

“ Jennifer Levitz and Louise Radnofsky, “Delays in Medicaid pay vex hospitals,” The Wall St. Journal (2013), 
http://online.wsj.eom/article/SB1000I424127887324442304578234020690323296.html. 

® 42 C.F.R. § 447.45(d) 

Jennifer Levitz and Louise Radnofsky, “Delays in Medicaid pay vex hospitals,” The Wall St. Journal (2013), 
http://online.wsj.eom/article/SB10001424127887324442304578234020690323296.html. 


rooN'P.vTtrr-tr soa 

GOVERNMENT 

ACCOU.NT.48ILITV' 

Page6of 11 



108 


children in 2002?^ Its Medicaid expansion far exceeded projected costs, forcing the state to cap 
enrollment in the program at various times and lengthen payment cycles to cope." 

Likewise, Arizona expanded Medicaid eligibility to childless adults in 2000.^’ But the expansion 
cost four times what was expected, forcing policymakers there to cut other areas in order to 
maintain the expansion.^* Indeed, Arizona had to eliminate Medicaid coverage for heart, liver, 
lung, pancreas and bone marrow transplants in 2010 in order to pay for the growing costs of its 
Medicaid expansion.^’ 

These payment delays and service cuts - emblematic of an expansive, broken program - ensure 
that Medicaid patients will face greater difficulty in finding doctors willing to treat them, likely 
resulting in worse health outcomes. 

3. Slow, inflexible federal waiver processes. For many states, the waiver process is a long, 
drawn-out and complex negotiation with CMS. States face burdensome reporting requirements, 
subjective deadlines and general uncertainty about whether and when CMS will approve 
requested reforms. Even if a state receives a federal waiver to implement its desired reforms, the 
waiver lasts just three to five years.^° After that time, it must either seek an optional extension of 
the waiver or submit a new waiver request altogether if it wants to continue its reforms. Even 
reform ideas that have proven effective elsewhere must follow this slow, inflexible process and 
states have no guarantee that the federal government will grant them permission to implement 
these effective reforms. 

4. New taxes on private plans. The Affordable Care Act imposes a new $8 billion tax on private 
health plans, starting in 2014. This tax gradually increases to more than $14 billion in 2018, then 
increases at the annual growth in premiums. Strangely, this new tax also applies to Medicaid 
plans in states that have reformed their programs with managed care. Because the Medicaid 
managed care rates are required by federal law to be actuarially sound, the cost of this new tax 
will be borne by state and federal taxpayers. This results in a situation where the federal 
government is taxing both itself and states, increasing Medicaid costs and shifting more costs to 
the states. 


Alexis Gibson, “MaineCare for childless adults: Section 1115 demonstration,” Centers for Medicate and Medicaid 
Services (2011), http://www.medicaid.gov/Medicaid-CHlP-Program-Information/By- 
Topics/W aivers/t 1 1 S/downloads/me/me-childless-adults-fs.pdf 

* Jonathan Ingram, “Medicaid expansion: We already know how the story ends,” Foundation for Government 
Accountability (2013), http://www.medicaidcure.org/wp-content/uploads/2013/03/Medicaid-Expansion-We- 
Already-Know-How-the-Story-Ends-Medicaid-Cure-Policy-Brief-3 1 .pdf. 

” Jennifer Vermeer, “Ballot proposition 204, Healthy Arizona: Publicity pamphlet fiscal impact summary, revised 
Aug. 17, 2000,” Arizona Joint Legislative Budget Committee (2000), http://wvw.azleg.gov/jlbc/ballotprop204.pdf. 
“ Jonathan Ingram, “Medicaid expansion: We already know how the story ends,” Foundation for Government 
Accountability (2013), http://vww.medicaidcure.org/wp-content/uploads^013/03/Medicaid-Expansion-We- 
Already-Know-How-the-Story-Ends-Medicaid-Cure-Policy-Brief-3 1 .pdf. 

® Kevin Sack, “Arizona Medicaid cuts seen as sign of the times,” New York Times (2010), 
http://www.nytimes.eom/2010/12/05/us/05transplant.html. 

Section 1115 waivers are generally approved for five-year periods. Section 1915(b) waivers are generally 
approved for five-year periods and Section 1915(c) waivers are generally approved for three-year periods. 
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Nearly one-fifth of this new tax on private plans is expected to be borne by Medicaid programs.'" 
The tax is expected to increase Medicaid capitated rates by up to 2.5 percent for some states, 
with the national average falling somewhere between 1.5 percent and 1.6 percent.''^ This amounts 
to between approximately $37 billion and $42 billion in increased Medicaid costs during the next 
ten years, with much of that added burden falling on state governments.''^ Adding a new tax on 
Medicaid plans will only accelerate the mayhem Medicaid programs are already creating for 
state budgets. 


States are leading the way, implementing innovative solutions to the persistent problems Old 
Medicaid has created. But federal rules and regulations often hinder state leaders who want to 
make their Medicaid safety nets more responsive to patients, more accountable to policymakers 
and more affordable to taxpayers. Additional flexibility from the federal government should give 
each individual state the opportunity to build a Medicaid safety net to best serve patients and 
taxpayers. 

A few recommendations to provide states with additional flexibility include: 

1. Reject the one-size-lits-all expansion. Expanding Medicaid eligibility diverts scarce 
Medicaid resources away from the truly vulnerable in order to fund coverage for able-bodied 
adults. Prioritizing able-bodied adults above the elderly, individuals with disabilities and low- 
income children will only exacerbate the many problems present in Old Medicaid. 

The various fiscal and health promises made by expansion supporters have already been broken 
in the states that have previously expanded eligibility to this group of people. They are likely to 
be broken in the states that opt into the Affordable Care Act’s Medicaid expansion.'*'' Medicaid 
expansion, including its perverse fimding formula, should be rejected and states should regain 
their control over eligibility levels based on the needs, culture and values of their own state 
population. 

2. Remove perverse funding dynamics. Under current law, states that implement innovative 
reforms see the majority of their savings go to the federal government, not to the states 
themselves. Under current Medicaid matching rates, states can expect to see only 17 percent to 
50 percent of the savings their innovative reforms achieved. This creates a disincentive for states 
to make meaningful changes, as the lion’s share of savings will accrue to the federal government. 

The federal government could reduce this perverse funding dynamic by granting states flexibility 
and incentives to better share those savings. Doing so would promote innovation and provide 


John D. Meerschaert et al., “PPACA health insurer fee estimated impact on state Medicaid programs and 
Medicaid health plans,” Milliraan (2012), http://publications.milliman.com/publications/health- 
published/pdfs/ppaca-health-insurer-fee.pdf. 

«lbid. 

Ibid. 

** Jonathan Ingram, “Medicaid expansion: We already know how the story ends,” Foundation for Government 
Accountability (2013), http;//www.medicaidcure.org/wp-content/uploads/2013/03/Medicaid-Expansion-We- 
Already-Know-How-the-Story-Ends-Medicaid-Cure-Policy-Brief-3 1 .pdf. 
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states with a greater financial incentive to implement bold solutions. Although this 
recommendation would appear to increase federal spending, in practice it would reduce federal 
spending as states would have strong incentives to innovate and generate savings with Medicaid 
reform, something lacking today. 

3. Allow proven waivers to be seamlessly incorporated into state plan amendments. The 
waiver process is often accompanied by uncertainty about whether and when the federal 
government will approve requested reforms. Because waivers have a limited duration, this 
uncertainty persists even for reforms that have proven effective and popular. Currently, states are 
operating under 378 different active waivers and have another 27 waivers pending with the 
Centers for Medicare and Medicaid Services.^^ 

Congress could embrace an accountable, common sense approach to Medicaid oversight by 
granting states the flexibility to turn previously-approved waivers into permanent state plan 
amendments once the waivers have been proven effective. Doing so alleviates the stress and 
uncertainty states now face as their waivers approach scheduled expiration dates. This also 
ensures patients’ care and taxpayer savings do not face interruptions resulting from lengthy 
renegotiations with CMS. Further, states should be able to incorporate a reform proven effective 
in other states into their own state plans without enduring the burdensome waiver process and 
scrutiny the reform already received elsewhere. 

This would allow states to avoid months- or years-long delays for waiver approval. Reforms 
accomplished through state plan amendments can expect approval within 180 days. And rather 
than needing approval again after just a few years, a state plan amendment becomes a permanent 
part of a state’s Medicaid program unless changed by a future state plan amendment. 

4. Provide greater flexibility on mandatory and optional services. Customized benefit 
packages provide patients with the greatest value and competition among plans has proven 
effective at reducing costs for taxpayers. In Florida, Medicaid patients can choose from up to 31 
different, customized benefit packages.'** The state allows health plan providers to offer 
customized benefit packages as long as the benefit packages are actuarially equivalent to the 
state plan and still provide key benefits at a level sufficient to meet patient needs.'*^ 

But states and health plan providers are hamstrung by federal rules dictating how much they can 
customize benefits. Federal rules require coverage for inpatient hospital services, outpatient 
hospital services, early and periodic screening, diagnostic and treatment services, nursing facility 


Centers for Medicare and Medicaid Services, “Medicaid waivers: Eiynamic list,” U.S. Department of Health and 
Human Services (2013), http://www.medicaid.gov/Medicaid-CHlP-Prograni-Infonnation/By- 
Topics/Waivers/dynamic-list/WA-508.xml. 

Florida Agency for Health Care Administration, “Florida Medicaid reform: Year 6 annual report,” Florida Agency 
for Health Care Administration (2012), 

http://ahca.myflorida.eom/medicaid/medicaid_reform/pdl/FL_1115_YR_6_Final_Annual_Report_07-01-ll_06-30- 

12.pdf. 

” Florida Agency for Health Care Administration, “Florida Medicaid reform:. Application for 1 1 1 5 research and 
demonstration waiver,” Florida Agency for Health Care Administration (2005), 

http://ahca.myflorida.eom/medicaid/medicaid_reform/waiver/pdfs/medicaid_reform_waiver_fmal_101905.pdf. 
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services, home health services, laboratory and x-ray services, f^ily planning services, nurse 
midwife services, certified pediatric and family nurse practitioner services, freestanding birth 
center services, transportation to medical care and tobacco cessation services.'** States may only 
choose which additional services to offer and set the scope and range of those services. 

With added flexibility from the federal government, states could offer more customized benefit 
packages to vary these minimum benefits, so long as the benefit packages meet specified 
actuarial standards. One potential avenue for this customization would be to grant states much 
more flexibility for benchmark Medicaid coverage. 

States currently have the option to design benefit packages for certain populations that vary from 
traditional Old Medicaid."*^ However, the flexibility provided in designing these benefit 
packages, known as “benchmark coverage” or “benchmark-equivalent coverage,” is limited in 
nature. The benefit packages must be equivalent to the standard Blue Cross/Blue Shield health 
plan offered to federal employees, the health plan offered to state employees or the largest 
commercial, non-Medicaid health maintenance organization plan offered in the state.* 
Benchmark-equivalent coverage must also provide specified mandatory services.*' Current law 
also requires states to “wrap around” benchmark coverage with additional benefits not typically 
covered by private insurance, such as transportation services to and from medical visits." The 
Affordable Care Act further requires such benchmark-equivalent coverage include all essential 
health benefits. 

Given adequate flexibility, states could restructure their covered benefits to provide truly patient- 
centered customized benefit packages. And if plans meet a target actuarial value, states should be 
free to allow plans to be offered that vary covered services and benefits, including those that are 
federally mandated, as well as the amount, duration and scope of those services. States would 
evaluate each proposed customized benefit plan in order to ensure plans meet the target actuarial 
value. 

This will create greater eompetition within the Medicaid marketplace, lowering the cost to 
taxpayers and improving quality. Patients will be able to prioritize benefits according to their 
personal needs and circumstances and select the plans that will provide them with the greatest 
value. For example, a patient may wish to select a plan that does not offer transportation 
services, but instead select a plan that offers a better dental benefit package. They deserve that 
choice. 

5. Create an off-ramp for Medicaid. Currently, federal restrictions on marketing private 
insurance plans to individuals transitioning off of Medicaid impose an undue burden on those 
leaving Medicaid. These restrictions further worsen the gaps in coverage for individuals leaving 


* Centers for Medicare and Medicaid Services, “Medicaid benefits,” U.S. Department of Health and Human 
Services (2013), http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Benefits/Medicaid- 
Benefits.html. 

® 42 C,F.R.§ 440.300 etseq. 

® 42 C.F.R. § 440.330. 

" 42 C.F.R. § 440.335. 

“ 42 C.F.R.§ 440.390. 
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Medicaid. As Florida’s Reform Pilot has proven, Medicaid patients can and do make informed 
choices about their health coverage when given access to appropriate information. Denying them 
such information while they are transitioning off of Medicaid hinders their ability to make 
educated choices, taking away their power to make meaningful decisions over their health 
futures. 

Other federal rules and regulations restrict states from using Medicaid funding in iimovative 
ways to move individuals off of Medicaid and into private coverage. With greater flexibility in 
this area, states would be able to take proactive steps to create an off-ramp for Medicaid, helping 
ensure that Medicaid patients are not trapped in government dependency and a culture of 
poverty, but rather help them move from poverty into long-term employment and productivity. 

Conclusion 

Despite Medicaid’s fiscal challenges to state budgets and the federal budget, there are proven 
strategies that are working today for both Medicaid patients and taxpayers. However, the current 
funding structure, new taxes, a slow federal process, and perverse incentives inherent in 
Medicaid expansion threaten Medicaid services to the most vulnerable. It doesn’t have to be that 
way. With reasonable flexibility, targeted incentives, streamlined administration, and a smooth 
off-ramp, the Medicaid safety net can work better today for patients and providers and be 
sustainable for taxpayers into the future. 
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